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IntroductiOD 

The  great,  thinkers' and  founders  of  scientific  socialism,  Kafl 
Marx  and  J^iedrich  Engels,  wrote  as  early  as  I85O  tkat  when  the  Euro¬ 
pean  reactionaries  finally  r®fich  the  Great  Wall  of  China  who  knows  but 
what  they  will  find  the.  inscription:  "Republic  of  China.  Liberty,  , 
equality,  fraternity».*';  (K.  Marx  and  P.  Engels,  Works,  yol,:  VIII, 
p  211)  This  scientific  prophecy  has  come  completely  true.  The  great 
Chiirese  people,  as  the  result  of  a  long  and  heroic  struggle  under  the 
leadership  of  their  Communist  Party,  have  won  a  victory  of  world -rwide 
significance.  The  domination  by  landowners,  compradors  and  bures'i” 
crats,  Americans,  ^glish  and  other  imperialists  has  fallen  into 
oblivion.  The  Chinese  people  have  become  the  sole  and  sovereign 
master  of  their  country. 

The  character  of  the  Chinese  revolution,  and  the  characteristics 
and  peculiarities , of  its  development,  arising  from  the  specific  Chinese 
situation,  caused  the  pec’uliarities  of  the  origin  and  development  of 
the  people’s  money  of  China  (jen  min  pi).  The  people’s  money  was  first 
issued  by  the  Worker -Peasant  Bank  at  the  beginning  of  the  thirties. 

The  notes  carried  portraits  of  the  leaders  of  the  world  proletariat, 

K.  khrx  and  V.  I.  Leh^x,  and 'the  slogan,  "Workers  of  the  world,  unite!” 
The  new  money  helped  in  expanding  and  strengthening  the  worker -peasant 
regions  and  in  condvicting  the  Chinese  people *s  revolution  against  the 
Kuomintang  and  foreign  imperialists;  it  played  an  active  role  in 
strengthening  the  economy  of  the  liberated  regions. 

During  the  Chinese  people’s  long  struggle  agalust  the  Japanese 
invaders  and  the  Chiang  Kai-shek  clique,  the  liberated  regions  were 
territorially  separate  and  consequently  the  circulation  of  money  in 
the  different  liberated  regions  was  also  territorially \separate.  Such 
"independence"  in  the  circulation  of  money  in  each  liberated  region 
was  unavoidable  under  the  existing  conditions;  it  made  it  possible  to 
adapt  the  circulation  of  money  to  the  nature  of  the  protracted  war  and 
partisan  tactics.  But,  despite  the  "independence”  of  the  money  of  the 
different  regions,  the  people’s  money  already  had  a  single  social- 
economic  nature.  The  circulation  of  people’s  money  expanded  as  terri¬ 
tory  was  liberated.  At  present  the  people’s  yuan  has  become  the  sole 
currency  in  the  territory  cf  the  People’s  Republic  of  China. 

Cur  economic  literature  has  seldom  discussed  the  circulation  of 
money  in  China.  The  Russian  tranelatiog'.  of  The  Circulation  of  Money 
ip  the  People’s  RapiAlic  of  China  by  Tseng  Ling  and  Han.  Lei  fills  this 
gap  to  a  certain  degree.  The  book  familiarises  the  Soviet  reader  with 
the  monetary  system  in  People’s  China  and  with  the  measures  implemented 
by  the  Communist  Party  and  the  People’s  Government  to, introduce  the 
people’s  money  into  circulation,  to  force  the  Ku<xDintang  money  out  of 
clrculatipn,  and  to  unify  the  circulation  of  money  in  the  country. 

The  work  examines  the  process  of  eliminating  inflation  and  of 
strengthening  and  stabilizing  the  circulation  of  money.  The  authors 
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also  analyze  the  role  of  the^people’s  yuan  In  the  rehabilitation  of 
the.  national  econonQT  and  in  the"  fulifilltpent  of  the  First  ive^Year 
Plan  (up  to  1956) «  "  Qcns^derable  attention  is  given  to  the  system  of 
^pianning  ai^'felulatingithe,  circulation  of  meow  in  the  People's  Re- 
pixbli?  ofV  China /  Of  .  undoubted  "in^  the  obvietv  rea^en.  is  the 

des  cBlPtibn  'dt  the  specific  peculiarities-  in<  the;  de’teloppent  Of _  the  ^ 
clrcuiatibh  of  'ffiOney  fa  the  .People*®'  Republic  of  China  a/hich  af  ise 
.frcmi  peculiatfiti^  iia  t^  de^^  ti^  Chinese  .revolutlpn,  ih^ 

> the  Chinese  eebhonyy  aad  in  Its  national, tiiditi^Si  i  / 

' :  v  Thf  ^  people j  Under  the  leadership  , of  their,  C<pmBuniBt 

Party,. -duf Ih^'a  ^period  ctf  time  so  shortvas  tp  unpreeedent^ 
history,  MVe- achieved  tiruly  grandiose  Bucepsaes  in  thev-fieW  ^ 
the  circulation'  of  money .as  weil’as  in  other  fields  of, economic  c^ 
struptiono  Through  the  efforts  of  the- Ghinese  people, 
space  of  two  of  three;,year8;  a  uniform  moheteri?^  system  has  beeU  , 
created  in  this  huge  country  where  seml-sfeudai  felations;  ip 
'  tion  with  domination  hy  foreign  impefiaiists  ;  still  recently  prevailed, 
where  the '  cif Culatioa.  of  money  had  net  been  unifiedi  for  centUfieB, 
and  ?Mh^e  ^vefal  doa^s.  of;  different  cairrenclea  were  In^  circulation. 

Rev,'  as .  comrades  Taens  hing  Snd  Han  l^l  show,  ''the  sple.ciU'rehcy^^^^ 
People.‘s  China-lS;tb».-:;leh'to  ! 

■  The.  efeation  of  a, Single  monetary  system  waS'Tira,de;  POSsibie 

first  by  the  '  Unprecedented  political,  unity,  of  the  people^t  f  under 
a  powerful  centralized  •government ■ on  principles  Of  democratic  central¬ 
ism,  and  second^'  by  . :a  single  national  economy  #  , 

the  single;  monetary  system  ;^omoted,  during  its  formation  process, 

■the  rehab  ilfbat ion  and.  deyeiopment;  of  an.  all-natibnal.  econppr  and  the 
poHtical^^sOlldatlcn  Of  the  goveraament.  ,  ;  c  '  _ 

,  During  the  1  very  flrist  years  of  existence  of  the:  People  s  Repub¬ 
lic  of  China, ‘  When  the  .couhtry’s  economic  condition  Wa«  . poor,  as  the 

result  of  the  heavy? burden,  .inherited  from  the  Kuomintang.resi®®  ®®d 
the  necessity  of  continuing  the  war,  and  the  socialist*  sector,  still 
comprised  a  small;  proport  ion  .of  th€nati.on,al„ecdhbmy,  •,  c-ommodify  prices 
*' and  the  circuiatloncof  money  were •■stahiliiad#  •Afterwards,  Us  Uhe  na- 
;.tiQnai  econcm!y'' developed,  as  'socialist  elementi  'in  the  economy  in¬ 
creased,  .as  the  deficit,  Ip'  the'  state,  budget-  Uai  complete ly.bilmlnated, 
.'and  as  Issuing  currency  to  cover  this  deficit  •waS  discontinued,  the 
circulation  of  money  stealily  improved. .. ^ ‘  ^  ;  .  . 

At  .present  the  pebplb*s  yuan  Is  .^sucCessfully  .fulfillip^  ell 
the  functions  inherent  iu  ®bney'  under  conditicS^^  socialist  econ- 

fomy#;  it  serves  as  a  igehefai  measure  of  inputs  of  social  labor  fw 

the  production  of' goods,  and  is  used, by;  the  people ^s.  government  in 
■the  establishment  and,  regulation  of  .prices^  in  planning  PjCTOUct  ion. 
and  co^i^ity'  turnover ,  in  strength^^  ecohomic'  acc^tubility,  as^ 
a.  control 'over  the  measurU  of  labor  and  cohstUi^tion.,  and  to  distribute 
and  fedistrlb'Ute  the  natibrial  income,  fn  the  ‘interests  .development 
of  the  nit  iohai  ecpncmy ‘ind .  a  steady  .in^base  in  the.  stapb^rd  of 
living  of  the  Chinese 
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3ii  the  sphere  of  circulation,  the  people’s  yuan  promotes  in 
every  way  the  expansion  of  commodity  turnover  and  thd  development  of 
commodity  turnover  between  town  and  country;  this  strengthens  the 
economic  ties  between  them  arid  strengthens  the  union  of  workers  and 
peasants,  the  basis  of  the  dictatorship  of  the  proletariat o  Uti¬ 
lizing  the  objectively  existing  economic  law  of  the  circulation  Of 
money,  the  people’s  government  provides,  in  a  planned  way,  ag^reement 
between  the  amount  of  money  in  circulation  and  turnover  requirements, 
and  creates  the  conditions  for  stability  of  the  people’s  yuan  and  for 
increasing  its  purchasing  power « 

Jjn  the  sphere  of  payment  relationships,  the  people’s 
serves  as  an  important  means  of  control  over  the  economic -financial 
activity  of  socia3.ist  enterprises,  promoting  the  attracting  of  free 
funds  into  People’s  Bank  channels  and  organization  of  a  system  for 
settling  accounts  in  the  national  economy  of  the  People’s  Republic  of 
China®  ;  -  ■ 

As  a  result  of  stabilization  of  the  circulation  of  money  and 
expansion  of  the  sphere  of  commodity-money  relationships^  the  function 
of  the  people’s  yuan  as  a  medium  for  saving  and  acciimulation  has  de¬ 
veloped  rapid3y.  The  People’s  Bank  has  attracted  large  sums  saved  by 
the  workers  into  its  channels  to  be  used  to  supply  credit  for  the  na¬ 
tional  econony.  The  importance  of  the  yuan  in  foreign  settlements  is 
also  increasing® 

The  peopJ-e’s  yuan  played  a  great  role  in  the  development  of  eco¬ 
nomic  relationships  between  the  various  regions  of  the  country.  Old 
China,  as  the  result  of  domination  by  foreign  imperialists  with  their 
policy  of  "divide  and  conquer,"  was  economically  and  politically  dis¬ 
united  for  a  long  time®  In  essence  it  did  not  even  have  a  single  na¬ 
tional  market.  The  Ch3.nese  people,  under  the  leadership  of  the  Com¬ 
munist  Party,  quickly  turned  China  into  a  united  and  povrerful  govern¬ 
ment®  Immediately  after  the  formation  of  the  People’s  Republic  of 
China  economic  ties  began  to  develop  between  all  regions  of  the  coun¬ 
try.  The  people’s  yuan,  as  the  sole  currency  of  China,  became  an  in¬ 
strument  for  realizing  these  ties,  for  creating  a  single  national 
economy* 

The  authors  of  the  bock  describe  clearly  the  development  of  the 
functions  of  the  people’s  mouey  at  various  stages  of  the  construction 
of  the  People's  Republic  of  China®  ■ 

In  the  liberated  regions,  and  a3^o  during  the  first  period  of 
formation  of  the  People’s  Republic  of  Chine,  these  functions  were  mni-’ 
fes ted  partially  rather  than  completely  due  to  the  rather  considerable 
use  of  barter  at  fnat  time®  As  the  national  economy  was  restored  and 
the  economy  and  commodlty-mohey  relationships  developed,  the  functions 
of  the  people’s  money  expanded o 

The  transition  period  in  the  People’s  Republic  of  China,  as  in 
other  socialist  cmntries,  is  Characterized  by  the  presence  of  social¬ 
ist  and  capitalist  sectors  in  the  econony®  The  government,  On  the 
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basis  of  the  toown>  objectively  existing  eooncMic  laws, 
the  first  stage  of  constfactioD  of  People *,s:  China,  .delibef at e?:y, used 
the  people’s  ffloney  in  all  of  its  functions  in  the  interests  of  con r 
solidating  and  developing  the  socialist  sector  of  the  econoffiya.  At 
the  same  time,  considering;  the  laws  of  the  transition  period ’under  . 
actual  conditions  in- China,  the  government,  in  the  interests  .of  de¬ 
veloping  the  economy  Of  the  country  as  a  whole,  successfully  uti-: 
lized  the  people’s  money  to  expand  the  production  and  sale  of  goods  : 
by  enterprises  belonging  to  the  national  bourgeoisie.  State  enter¬ 
prises,  in  concluding  contracts  for  the  production  and  delivery  of 
goods  with  enterprises  belonging  to  the  national  bourgeoisie,  :  gave  ■ 
them  credit  in  the  form  of  advances  of  money  (in  most  cases  through 
People’s  Bank  credits),  I'hese  contracts  fixed  the  price  of  the  de-  • 
livered  goods  in  consideration  of  actual  production  inputs  andstut© 
established  profit  norms.  '  This  primary  form  of  state  capitally, m,  , 
promoting  the  growth  of  the  national  economjr^  in'thi?  final  analysis 
developed  in  the  interests  of  socialism. 

Furthermore,  the  people’s  money  also  served  the  papitaiist 
sector  of  the  ecohony  in  this  period,  making  possible  the  utilization 


of  the  money  in  two  ways  a  ,  - 

The  national  boxirgebisie,  while  on  the  side  of  the  Chinese ,  , 
working  class  in  its  struggle  against  imperialism  and  the  reactionary 
Kuomintang,  nevertheless  clung  to  its  narrow  class  interests,  "  rtany , 
bourgeois  elements  opposed  the  rest.rictions4mplemented  againsh  them, 
using  the  people’s  yuan  for  this*  : "The  struggle  between  the  restric¬ 
tions  and  the  opposition  to  them, "  said  Comrade  Liu  Shao-ch’i,  "has 
been  the  basic  form  of  class,  struggle  within  our  country  in  receht  ,  , 
years;  it  shows  the  basic  class  contradiction  in  the  country,  l.e., 
the  contradiction  between  the  worker  class  and  the  boufgepisieo* 

(Liu  Shao-ch’i,  Political  Report  by  the  Central  Committee  of  tho  Com¬ 
munist  Party  of  China  to  the  VlPl  All-China  Party  Congress,  :^whterials 
of  the  Vin  All-China  Congress  of  the  Communist  Party  of  China,  Gosr  . 
politizdat,  1956,  p  19)  ,  r  • 

Rot  only  did  the  Chinese  bourgeoisie  use  the  yuan  to:  eXp  • 
the  workers;  to  obtain  very  great  profits-  tiiey  tried  to  inflate  mafr 
ket  prices,  avoided  paylug  taxes,  and  tried  to  avoid  government  con-  > 
trol  in  various  ways.  All  thiB  had  a  bad  effect  on  the  circulatioh 


of  money  and  on  the  condition  of  state’ finances ,  This  struggle  by 
the  bourgeoisie,  especially  strong  ta  the  spring  of  1950  a3:id  in  195.2, 
is  examined  in  detail  by  the  authors. 

The  Chinese  people,  under  tho  leadership,  of  the  Communist  Party>: 
beat  off  the  attacks  of  the  bourgeoisie,  ensuring  the  further  success¬ 
ful  development  of  the;  economy  of  the  People  ?s  Republic  pjf  China,  espe¬ 
cially  of  its  socialist  secto.-,  the  strengthening  of  the  circulation 


of  money,  and  the  stabilizaticn  of  prices,  ' 

China’s  experience  in  the  field  of  the  circulation  of  money, 
as  in  other  fields  of  economic  construction,  is  a  clear  demonstration 
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of  the  advantages  of  socialism.  This  experience  also  teaches  that  a 
knov^ledge  and  a  conscientious  use  of  the.  objective  laws  of  the  circu¬ 
lation  of  money  on  the  basis  of  Maiocist -Leninist  theory,  with  the 
necessary  consideration  taken  of  the  specific  peculiarities  of  each 
socialist  country,  will  guarantee  the  successful  construction  of  a 
planned  socialist  monetary  system. 

The  book  concludes  with  a  study  of  the  processes  of  the  circu¬ 
lation  of  money  in  China  in  about  the  middle  of  1956*  Three  years 
have  passed  since  then,  and  during  this  short  period  great  changes  of 
international  importance  have  occurred  in  People's  China. 

In  1956  the  socialist  reorganization  was  complete  on  the  whole 
in  the  People’s  Republic  of  China  in  industry  and  in  agaiculture.  As 
a  result ,  the  capitalist  form  of  ownership  of  the  means  of  production 
was  replaced  by  socialist  forms  of  ownership.  In  1957  ^'he  First  Five- 
Year  Plan  was  successfal3.y  completed  and  the  primary  basis  for  so¬ 
cialist  industrialization  was  created  in  the  country. 

Gross  output  in  industry  and  agriculture  in  1957  was  68  percent 
greater  than  in  1952.  In  1957  industry  (including  cottage  industry) 
accounted  for  56.5  percent  of  the  total  gross  industrial  and  a^icul- 
tural  output  as  compared  with  41.5  percent  in  I952i  output  of  producer 
goods  was  52o2  percent  and  39o7  percent,  respectively. 

On  the  basis  of  the  growth  in  production,  commodity  turnover 
increased  considerably.  The  total  volume  of  consumer  goods  (in  fixed 
prices )  entering  the  trade  network  increased  by  55  percent  du:.'*ing  the 
Five-Year  Plan.  A  single  socialist  market  .\<ra8  created  in  the  country, 
supplemented  by  the  market,  organized  under  state  control,  for  the 
sale  of  agricultural  products  and  various  goods  of  local  production 
by  peasants,  under  an  established  procedure.  Retail  prices  on  goods 
remained  stable, 

connection  with  the  su-ccessfal  fulfillment  of  the  First 
Five-Year  Plan,  state  budget  revenues  (excluding  balances  carried 
over)  were  75  percent  gs-eater  in  1957  than  in  1952;  moreover,  revenues 
of  state,  cooperative  and  state-private  enterprises  comprised  95  per¬ 
cent  of  total  budget  revenues  in  1957  compared  with  10,1  percent 
in  1952.  During  the  First  Five-Year  Plan  period  as  a  whole,  state 
budget  revenues  exceeded  expenditures  by  153  million  yuan. 

Gigantic  successes  were  achieved  in  1958,  the  first  year  of 
the  Second  Five-Year  Plan.  Gross  industrial  and  agricultiiral  output 
increased  by  65  percent  during  the  year.  Wholesale  and  retail  com¬ 
modity  turnover  increased,  and  the  workers'  standard  of  living  rose. 
All  this  ensured  a  further  consolidation  of  the  count.ry’s  finances. 

The  rapid  economic  development  and  the  stable  condition  of 
state  finances  predetermined  the  stable  condition  of  the  circulation 
of  money.  Money  was  issued  during  the  First  Five-Year  Plan  as  a  whole 
and  in  I958  in  a  planned  manner  in  agreement  with  the  growth  in  com¬ 
modity  turnover  and  in  the  population's  revenues  and  expenditures. 
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Only  in  i06,:>Ken  til?' ‘deveiopiaim't  of ;:ec'onfimic espe-; 
daily 'ejrtqn'adiY^  aid  the  ' country'  suffered'  from  k  aatu^i^  ^ . 

did  the  atate 'budget; 'ohtain-  'Sl^  fr(M  thq';P^6p$e'*B;  'Bah^ 

as  a  temporary ! credit  from 'deposits'*  ''(Ko  Ghih-ta^  ■  Sqme'  ^dqti'ona ’of '  ,  ; 

Financial 'Worlc''in  the  People 'B'-Reptibilc  of";’CMna^-  "Fiiiansj/'.^^SR; "  ' 

No,  3,  1958,  p  68)  But  this  did  nob  ha'^e 'd  nWgatiye’Wffect 

circulation  of  iJ^oney,  During  -tjhe  first  half  pf  1956, on^:^  the  usual 

seasonal,  •withdrawal 'df  imPhey' from 'drculatipn 'wad  ■a^e;d' and ^  t 

money  wd's';  at  "the'  levdl  of  tlie  second 't^lf  ;df  .1955,0  the  second^  ;  '^^ 

half  'df  1956,'  In' cc^nectiCia  wit’h''the  Weapon  for  .pfocu^  of 

cult'i^al  products  and  raw  'dateria'ls^' ;a ''j^anned  i'ssna:dce''^as^ 

and  tdtal  mpn ey. "in  cirtilis.t'ion  at  .'the  end  of  t%'  ye'ar.  PP® . 

yuan  greater ,, than' at  the'end  of  ,1955.o'.".  V.  ,  ' 

."Ec^^eyer,  'as.  the  result '  of  'ffieasurq'a  ■'implfment'ed  .to  d'evelop  Pom-;'  '  ; 
modi ty  turnO'ver,  increase  .hudget  re'^e’nues  .and  'laa'Ya  'pn';^  expend it^’f.e  ; 

of  state  "funds'  in  accordance  with'thV''I*^'^‘''s '’’exerting  ;eve.yy ' 
effort,  stri'vlng  ahedd;,  td  build  aoci^Bm.  acccrdin^'tq  '  '• 

of  mPre,'  faster^  'better  and  hheapef, 'f  the  tempcrary  diffiduitieB  were 
quickly 'oydrcpme;  'In  ,:l95?  .the^eta^^hddget  reti;^edythe"-t^orariiy 
borrowed ''  funds  to  the '  People  ^s  Eank^  eM  in  1958.  ’bh'dgst  re'venues  onde  '  /. 
again  efde'ed  budget ‘'expeaditnrsSj  by  the ' amount, of  9P9  miliion'  yuan,  y;;; 
In  1957  the.  P.eople’s’ Bank  withdrew  1, 100^ 000^000  -yuarf  'from  circulation,  '  ■ 

'Cdmffldditiea^'  dii’ected'  'by'  •the  state  ; into  tufnqyer  in  .'a  planned .  . 

way  and  at  stable  price's,  are  the  'c-aief  foubd^tion  f(^  a,  .stable  cirdii*  '; 'J  " 
lation  of  money 'in''t,he:  Eepple’s  .Re'^b'lic  of  jCMna'a,.;^ 

'  China  *  a  credit  system,'  priB^ily  .the ;  People-*e.'^  '  plays,  an  ■  ^ " 

important  role  in '.the  .planned'  regdlation  of' 'the  'c^cu^  of  money  ii"'; 
The  credit  system';'accnmu!^tes  free  funds  .ndt  dnl^^  coopera-  ;  ; 

tive  and  Joint  enterprises '  and 'organisations', ‘  but'  aino  of '  the ‘pop'ula-r 
tion.  Total  deposits  by  the  popalatloa  drawn  into  the  credit  system^- ’ 
amounted' to_ ^,9  billion  yua'D  at  the  end’ of  1957;  .ap/  incr^^  35^^^  , 

percent  oVer  i95So'  '  '  The  work  of '  'the  credit ’.sySte'm'' to’ ;attract  tenpo-  ' 1 
rarily  free  money  is  an  important  factor  in  the  further  strengthening 
of  the  circulation  of  money  in  the  People  *s 'Republic  of  China o  '  ;  ’ 

Now  the '■great  Chihe'se  people,. 'under  the- leadership  of  the  Cpm-;;  -y-;: 
munist  Party, 'afe*^ suPcesafully. struggling  to  fulfill  the  Second  Five-  . - 
Year  ^’lan  for  the';  development  of  .the  national’ economy,  for  the  vfctPry 
of  sociaiismo' '  The  people’.s  yuan' plays ^  as  before/ a.n  important  piart  ^ 
in  this  stfuggle,  end  id  tr'uly  sef'Ving  the  cause  .of  Socialism  as ;  it'  '  ■  / 
did  during  the/ieriPd'  described  in  detail  id  the  ;bPok;%  ,c^ 

Ling  and  ^n  Lei;  '11,  ;  ./  IT  '11,1 1'l.' .  .  't 


Preface 

At  present  the  jen  min  pi  (the  people’s  money)  is  the  sole 
currency  of  People’s  China.  Therefore,  a  study  of  the  circulation 
of  money  in  the  People’s  Republic  of  China  must  begSn  vith  a  study  of 
the  origin  of  the  ^en  min  pi.,  the  people's  yuan. 

Prom  the  very  moment  of  their  issuance  the  Jen  min  pi  vere 
called  upon  to  fulfill  an  important  and  responsible  task  --  to  create 
a  stable.  Independent  monetary  system  ensuring  the  conditions  neces¬ 
sary  for  developing  proiiuction  and  commodity  tur-nover  and  for  sup¬ 
porting  the  front  in  every  possible  way. 

^Hien  the  ^en  min  pi  were  finest  issued,  their  sphei-e  of  circu¬ 
lation  was  the  regions  vlrich  had  e;.:perieaoed  eight  years  Of  anti- 
Japanese  and  two  years  of  people's  liberation  war.  The  wounds  in¬ 
flicted  by  war  on  these  regions  were  very  serious:  production  was 
low;  the  peasants,  supporting  the  people’s  liberation  war  3jo  every 
possible  way,  could  give  little  aseistance  to  the  development  of  com¬ 
modity  turnover  since  the  commodity  economy  in  the  countryside  was 
undeveloped,  the  market  was  stagnant,  and  credit  relations  in  the 
countryside  had  fallen  into  decay.  At  the  same  time,  as  the  result 
of  many  years  of  war,  the  expansion  of  barter,  and  the  depreciation 
of  true  old  money,  the  custom  of  comp*ating  prices  in  ch’u  mi  ze  had 
become  rooted  in  the  countryside.  The  peasants  took  money  reluctantly 
and  very  little  money  circulated  in  the  countryside.  In  some  regions 
silver  yuan  were  still  incircu!:^.tiono  lack  of  faith  in  paper  cur¬ 
rency  was  common,  A  decisive  change  had  to  be  made.  This  was  a 
great  and  very  complicated  task. 

At  the  time  when  the  jen  min  pi  were  issued  local  currency  was 
in  circulation  in  each  liberated  region.  The  liberated  i-egioaa  occu¬ 
pied  a  vast  territory;  their  economy  (mainly  due  to  the  great  costs 
of  conducting  the  war)  was  unstable,  and  price  levels  differed  in 
different  regions  and  also  within  one  reglono  For  this  reason  the 
value  of  money  in  the  different  liberated  regions  tos  not  the  same, 
making  convertibility  difficult ,  addition,  the  rate  of  exchange 
of  a  given  region’s  money  in  respect  to  the  money  in  circulation  in 
the  Kuomintang  regions  >73.3  different  over  different  borders.  Under 
these  complioated  conditions  it  was  neceseary  to  gradually  turn  the 
jen  min  pi  into  a  single  currency  for  the  liberated  regions  without 
causing  shocks  in  the  market  and  sharp  fluctuations  in  commodity 
prices. 

At  the  moment  when  the  people’s  yuan  went  Into  circulation  the 
Kuomintang  notes,  "fa  pi,"  had  already  depreciated  catastrophically, 
and  the  "gold  yuan"  (also  Kuomintang  money),  although  they  had  been 
Issued  not  long  before,  had  depreciated  even  more.  The  "silver  yuan," 
issued  by  the  Chiang  Kai-shek  clique  in  regions  of  Kwaagchou  and  Sze¬ 
chwan  provinces,  the  last  of  its  strongholds,  were  quickly  overtaken 
by  the  same  fate ,  As  the  result  of  the  sharp  depreciation  of  paper 
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currency  in  the  territory  of  the  regions'  seised  by  the  Kuomintang, 
there  was  a  continuous  and  sharp , Increase  in  prices  so  tliat  this 
money  stopped  fulfilling  one  of  its  chief  functions,  i.eo,  serving 

as  a  measure  of  TOlue*'  :  '  "  ^  ' 

Id  the  recently  liberated  regions  the  People's 'Gevernment  had 
to  take  urgent  lieasures  to  e^-iminate  the  burdens onie  inheritance  from  , 
the  Chiahg  l4i-shek  clique, ,  It  was  necessary  to  rep3^ce  the  f  ictif 
tious  notes  with  new  people's  money,  to  stabilize  prlees>  and  to  bring, 
order  into  the  market  .situation ,  All  this  ted  to  Create  normal  cpndl-' 
tions  for  the  rapid  restoration  of  production  and  trade,  stop  the 
squandering  of  the  national  wealth,  and  gradvially  normlize  economic 
life  in  the  liberated  regions «  '  _ 

After  the  people's  yuan  went  into  circulation  in  the  nprly 
liberated  cities,*  gold,  silver,  and  American  and  HongKoiig  dollars 
continued  to  circulatea  Widespread  speculation  in  these  causeu  great 
harm  to  the  norms.l  development  of  the  country's  economy  a  Moreover, 
it  was  impossible  to  allow  foreign  currency  to  circulate  within  the 
territory  of  an  Independent  government  with  an  independikit. economy. 

During  the  first  period  after  the  people *S  yuan  went  into  cir¬ 
culation  the  war  was  still  going  on a  Active  as Distance  to-  the  front 
was  needed  to  achieve  victory.  In  the  newly  liberated  regions  it  was 
necessary  to  put  the  people's  money  into  circulation,  'eliminate  the 
cteoG  in  the  sphere  of  the  circulation  of  money,  conduct  a  stubborn 
struggle  against  speculation,  regulate  commodity  resources,  and  stabi¬ 
lize  the  market. 

Prices  continued  to  rise  throughout  the  country  for  almost  a 
whole  year  after  the' people's  yuan  were  issued,  IThis  was  caused,  on 
the  one  hand,  by  the  pernicious  consequences  of  the  Chiang  Kai-shek 
regime,  and,  on  the  other  hand,  by  financing  the  war  to  achieve  com¬ 
plete  victory  over  the  eneiryo  Moreover,  the  process  of  putting  the 
people's  yuan  into  circulation  occurred  vrhile  various  economl.c  struc¬ 
tures  under  the  guidance  of  the  state  sector  of  the  economy  existed 
in  our  country's  national  econony*-  The  presence  of  capitalist  and 
small-scale  commodity  economies  introduced  elements  of  spontaneity. 

In  addition >  during  the  period  of  reconstructing  the  national  eccaaomy  , 
the  level  of  planning  the  activity . of  a  g^’eat  number  of  state  enter¬ 
prises  was  still  lovr,  .  All  this  paused  a  ntaiber  of  peculiarities  in, 
the  process  of  putting  the  people's  yuan  into  circv-lation  and  created 
serious  difficulties  in  planning  the  circulation  of  money ,■  It  was 
necessary,  preceding* on  the  basis  of  the  specific  situation,  to  .con¬ 
tinually  improve  the  work  pf  regulating  the  circulation  of  money,  to 
gradually  overcome  all  difficulties,- ate  to. place  the  circulation  of 
money  at  the  service  of  production  and  comrapdity  turnover. 

The  facts  show  that  the  Jen  min  pi  have  successfully  fulfilled 
their  historical  mission.  An  independent,  unified  monetary  system  was 
created  in  People ?s  China,  and  it  has  gradually  acquired  more  and  more 
of  a  planned  natwe. 
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The  plahitiing  of  the  circulation  of  nwaiey  can  only  be  done  on 
the  basis  of  a  socialist  econoroy,  under  the  conditions  of  the  opera¬ 
tion  of  the  basic  economic  law  of  socialism  and  the  law  of  planned, 
proportionaT  development  of  the  national  economy,, 

At  present  the  economy  of  People’s  China  is  characterized  by 
comprehensive  socialist  construction  and  socialist  transformation, 
and  by  a  steady  development  of  the  national  economy. 

In  agreement  with  this,  the  planning  of  the  circulation  of 
money  is  being  improved  rapidly,  as  an  important  component  of  planning 
the  whole  national  economy. 

This  book  examines  the  experience  and  successes  of  the  Chinese 
people  in  the  field  Qt.  creating  an  independent,  unified  monet.:ary  sys¬ 
tem  and  of  planning  the  circulation  of  money. 
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OSife  'Circula'tion-'of  and  IXtring’  tfee.  •I’irst,  Peri^ 

of  the  Fonmtion 'of  the  - Petrie's 


The  C^aduai 'Withdrawal  Thom  Cilrculation  bf  R«rt;ea^^lSaued  -  ' 

In  the^ Different  Liberated  Regicii^;  "r;-  ^ 

'•"'  to  1  Decembeh  194'8  the  People vs’  Bank  of'Chlm  In  St^h^’ohla** 
chaang>'  the  pollticel  shd  eccmomie  center  of  the  llbbrbted^  region  ;  ■ 
of  North  Cliina^  started  to  issue  jen  min  plo  The  short  period  between 
the  beginning  of  the  issuance  of  the  people *s  monej  and  the  proc.£ima- 
tion  of  the  People's  ReFoblic  of  China  was  a  period  of  brilliant  vic¬ 
tories  in  the  national  re-trolution,  and  a  period  of  struggle  by  the 
Chinese  people  for  the  creation  of  an  independent  and  uniform  monetary 

systefflo  „  ,  , .  „ 

On  the  eve  of  the  proclamation  of  the  People’s  Repub j-ic  of 
China  the  national  liberation  war  v&Sf  on  the  wholes  victoriously 
ended  and  mos'fc  of  the  regions  of  the  country  had  been  liberated. 

After  victory  in  the  revolution  the  country  was  faced  with  the 
following  tasks  in  the  field  of  economics:  immediate  confiscation  of 
the  means  of  producbion  formerly  belonging  to  bureaucratic  capital^ 
for  which  it  was  necessary  to  congjute  exactly  the  planes,  mines,  en¬ 
terprises  and  banks  belonging  to  them;  the  rapid  restoration  of  pro¬ 
duction;  the  discontinuance  of  all  speculation;  strengthening  o^  cue 
market  in  every  way;  and  organization  of  commodity  turnover  between 
cities  and  the  countryside* 

There  was  an  especially  pernicious  inheritance  fs'om  the  Uh~.ang 
Kai-shek  clique  in  the’ field  of  the  circulation  of  money, It  was 
characterized  by  a  catastrophic  depreciation  of  the  fa  pi  and  the 
so-called  "gold  yuan,"  and  by  a  swift  growth  in  prices  which^rose 
several  times  during  the  course  of  a  day.  Prices  were  computed  in 
gold  and  silver  which  cii-culated  in  the  narket  and  turned  into  an 
important  object  of  speculative  machinations , 

The  numerous  small  px'i''/£.te  banfej  and  exchange  offi.ces  which 
appeared  in  this  period  were  concerned  mainly  with  currency  specula¬ 
tion.  The  rate  of  Interest  on  loans  on  the  market  reached  100-200 
percent  annually,  private  industrial  and  trading  enterprises  il¬ 
legally  accumulated  goods  for  speculation,  the  level  of  production 
fell  from  day  to  day,  and  the  market  was  in  a  stagnant  condition. 

The  harm  done  to  the  country  by  the  Kiomintang  regime,  which 
had  plundered  the  national  property  for  more  than  20  years  of  its 
criminal  rule,  was  great*  Diiring  a  short  period  of  time  alone, 
1947-1948,  prices  rose  more  than  26,000  times.  The  direct  harm  to 
the  Chinese  people  caused  by  monetary  inflation  alone  was  over  15 


billion  silver  yuano  It  is  not  possible  to  deternine  tbe  total 
losses  borne  by  the  national  economy  as  a  result  of  inflatlono, 

Thei’e  were  immediate  tasks  ahead  of  the  people's,  governments 
created  in  the  different  regions :  to  regulate  the  circvilat ion  of 
money,  to  restcsre  production,  and  to  normalize  the  life  of  the  popu¬ 
lation «  The  necessary  premise  for  fulfilling  these  important,  tasks 
WES  the  creation  of  a  single,  unified  monetary  system  and  the  sta¬ 
bilization  of  the  circulation  of  mon^« 

At  the  beginning  of  the  anti -Japanese  war,  the  Eighth  Army, 
penetrating  to  the  rear  of  the  enemy,  organized  the  msses  fa:  the 
struggle  and  developed  partisan  warfare,  creating  numerous  bases  for 
opposition  in  the  rear  of  the  enomj'c  In  essence  there  were  no  eco¬ 
nomic  relations  between  the  different  bases  of  oppositionj  they  were 
compelled  to  depend  on  their  ara  efforts  for  everything  and  to  con¬ 
duct  the  war  independent lye  Under  these  conditions  the  people's 
government  in  the  different  bases  of  opposition  had  to  issue  local 
currency  as  the  only  legal  medium  of  payment  withi.n  the  given  region, 
and  had  to  stop  the  enemy  currency  from  penetrating  its  territory* 

The  cvirrencies  issued  in  the  different  bases  of  opposition  were 
not  mutually  convertible  *  At  the  time  of  victory  in  the  anti-Japanese 
war  the  following  t^'pes  of  money  were  in  circulation  in  these  terri¬ 
tories : 

Name^  of  the  Money  Regions  Vfhere  the  Money  Circu].ated 

Notes  of  the  Shensl-Kansu-Ningsla  The  Shensi-Kaasu-Ningsia  Liberated 
Frontier  Region  Bank  Region* 


Notes  of  the  Northwest  Peasant  Bank  The  Shansi -Suiyuan  Liberated  Region 


Notes  of  the  Southern  Hopeh  Bank 

Notes  of  the  Shansi -Chahar -Hopeh 
Frontier  Region  Bank 

Notes  of  the  Pel-hal  Bank 

Notes  of  the  Central  China  Bank 

Notes  of  the  Southern  Bank 


The  Shans 1 -Hopeh-Shantung -Honan 
Liberated  Region 

The  Shans i-Chahar "Hopeh  Liberated 
Region 

The  Shantung  Liberated  Region 
The  Central  China  Liberated  Region 
The  Kwangtung  (Tung -Chian g) 


Liberated  Region  . 

*  Later  notes  issued  by  this  regions*  Trad tog  Company  also 
circulated  here. 
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After 'the  of  Japanese  ii^!erialistQ>- the  inercenary  , 

Chiang  Kai-ShSk  hllipe,  -"aocepting"  the  .capitu:iati^/ selzed^^i^  pf  , , . 
our  co^tr^  ^8  strategic  cll^  and  coiai)iupic8tions  (vitH  the  exception 
of  th^  region  of  Migan  city)  and  vinleashed  the  ahti-peopie.  ciyii  var.,.^ 
The  different  liherated  regions  (formerly  haSes  cf  opposition)  were  ,, 
blockaded.  These  regions  were  compelled  to  retain  tfeir  independent 
currencies  to  prevent  the  Influx  of  "fa  pi"  and  "gold  yuahj  to  save, 
the  people’s  wealth  from  being  plundered;,  to  ftil  the -require^^ 
the  fronts  and  to  achieve  victory  over  the  Chian g  Khi-shek  clique. 
During  this  period  of  civil  war,  in  addition  to  the  dbove-rlisted  local 
currencies  issued  during  the  anti-Japanese  waT,  new  independe.v(t  cur^  . 
rencies  were  issued  in  the  regions  recentOy  liberated'by-the '^ople’s  . 
Liberation' Army :  in  the  Northeast  Liberated  Ee^on,  Northeast  Bank  , 
notes;,  in  tJie  Port  Arthur  and  Dal’nyy  Eegion^.KvvangtuHg  Bank  notes; 
in  the -Hopeh- Jehoi-Lla'oning  Liberated  Region, 'Ch’aag-ch^eng'  Bank  notes; 
and  in  the  Central  'P2allQ  Liberated  Region,  Chung^Obou  j’easant  Bank 

notes,, ■  ■  '  ’  -'v,  4 

■Thfi^  Army,  led  by  the  Chinese. Coximainiat  ;^ 

and  warmly  supported'  by  the  Chinese  people,  changed  frcm  .'defense:  to. 
attack- and  soon  decisively,  ran  the.  Chiang  Kai-shek ’Clique’s;. military 
and  politicai  forces  from  the :  Chinese  maihDand, '•  At  this  time  the  dif¬ 
ferent  liberated  regions  gradually  became  united,  as  a  resul'fc  of  which 
economic  ties  began  to  be  restored  end  to  develop  and  a  tendency  tO’vJard 
unification  Of  thC’  niohetary- system  was  noted. 

In  Northeast  China  Issuance  of  notes  by  the  Gh'.ang,^ch’sng  ana 
Ewangtung  banlcs  was  stopped  and,  instead  ■  of  tb®.  P?^8>11^1  circulation 
of  various  notes,  Northeast  Bank  notes  became  the  basic  unit; of. money; 

■  these  gradually  pished  the  notes  of  the  Ch’ang-ch’eng  and’  Ki/angtung 
banks  out  of  cirnulation,  '  - 

In  North  China,  where  notes  of  the  Stahsi-Chahar -Hopeh  frontier 
Region  Bank  and  of  the  Southern  Hopeh  Bank  were  in  circulation,  issu¬ 
ance  of  the  first  was  discontinued  and  Southern  Hopdh  Bank  notes  be¬ 
came  the  basic  unit  Of  money.  In  East  China  regions,  issuance  of 
ncrtes  by  tte  Central  China  Bank  was  discontinued  and  only  Pei-hai  Bank 
notes  remained  in  circulation..  In  Northwest  China,  where. -three  types 
of  notes  were  in  circulation,  issuance  of  notes  by  therShensi-Kansu- 
Ningsia  Frontier  Bank  and  the'Tradi-ng  Company, was  discontinued,  leaving 
the  Northwest  Peasant  Bank  notes  in  circulatiOh  as  the  sole, unit,  of 
money.  In  the  Central  Plain  Liberated .Begion,  as  the  result  of  uni¬ 
fication,  of  different  circulation  media*,  Chbng-chcu  Peasant  Bank  notes 
became  the  sole  - currency '  •  .. . 

In  the  winter  Of  1948/  when  conditions  were'  created  :;f or  the 
victorious  conclusion  of  the  People’s  Liberation  War,  it  became  neces¬ 
sary  to  further  unify  the  country’s  monetary,  system.  With  this  pur¬ 
pose,  on  1  December  1948,  the  People’s  Bank  of' China' 
on  the  basis  of  the  North  China  Bank,  the  Pei-hai  Banh/  and- the.  North¬ 
west  Peasant  Bank,  This  bank,  as  already  noted,  began  to  issue  jen 
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min  pi,  and  the  local  notes  issued  in  the  different  liberated  regions 
vere  gradually  withdrawn  from  cir dilation q  At  first,  notes  of  the  ; 
Southern  Hopeh  Bajaii  and  of  the  Shansi-ChahsT -Hopeh  Frontier  Region 
Bank  w;ere  withdrawn  in  Hdrth  China;  notes  of  the  Pei-hki  Bank  aad  the 
Central  China,  Bank  in  East  China;  and  notes  of  the  Northwest  Peasant 
Bank,  the  Shensi -Kansu -Nings  la  Frontier  Region  Bank,  and  the,  'frading 
Ccijrpany  in  Northwest  China. 

During  this  unification  process,  on  15  March  1949  the  Chung - 
chou  Peasant  Bank  was  converted  into  a  regional  division  of  the 
People^s  Bank  of  Chinac  2!he  psople-s  yuan,  jen  ain  pi,  began  to 
circ^^late  in  Central  China  and  in  the  central  3.ibsrated  regions  <, 

By  15  June  1950  the  aa^es  issued  by  the  Southern  Bank,  which  had  been 
circu3.ating  in  the  Kwangtung-Kiangsi-H’jnan  Frontier  Rogiao  and  the 
Fukien -Kwangtung -Hunan  Frontier  Region,  had  been  completely  "withdrawn 
from  circulationo 

On  1  April  1951.  the  State  Ad'ffilnistre.tive  Cov.ncil  of  the  Central 
People's  Government  published  a  decree  ra  the  exchange  of  ‘bhe  local 
notes  circulating  in  the  Northeast  and  in  Inner  Mongolia;  on  1  Novem¬ 
ber  1951  it  published  a  decree  on  the  Issuance  in  Sinkiang  of  currency 
with  inscriptions  in  Uigur.  By  this  time  the  exchange  of  notes  (silver 
yuan  issued  by  the  Sinkiang  Province  Bank)  was  alundst  completed. 

The  basic  work  of  unifying  the  local  currencies  in  the  different 
liberated  regions  was  completed  by  1  October  194-9 »  After  the  proclama¬ 
tion  of  the  People's  ReFubllc  of  China,  only  problems  related  mainly 
to  the  need  for  considering  peculiarities  of.  a  local  chai’acter  rema,ined 
unsolved.  For  examp3.e,  the  exchange  of  notes  circulating  in  the  Nar!;h- 
east  dragged  out  until  the  beginning  of  Jaiuiary  1951#  mainly  because 
dtiring  the  preceding  period,  when  the  wai‘  was  still  going  on  in  China 
proper,  and  the  Northeast  was  already  completely  liberated,  the  latter 
was  permitted  to  retain  an  independent  monetary  system  temporarili^ro 
This  was  intended  to  ensure  a  rapid  conversion  to  peaceful  construc¬ 
tion  and  to  restored  production  in  the  aim  of  supporting  the  libera¬ 
tion  war  throughout  the  country. 

The  retention  of  notes,  silver  yuan,  in  Sinkiang  was  based  on 
a  consideration  of  political  and  economic  conditions  in  the  national 
minority  regions.  For  this  same  reason,  silver  dollars  and  Tibetan 
bank  notes  still  circulate  in  Tibet  elxig  with  the  people's  yuan. 

As  far  as  Taiwan,  occupied  by  the  Chiang  Kai-shek  clique  and 
American  imperialism,  Is  concerned,  the  C,a;lnese  on  this  i3?.and  are 
continuing  to  experience  the  full  burden  of  inflation. 

The  money  Issued  the  liberated  regions  was  people's  money. 
Therefore,  it  was  neceasary  to  implement  measures  so  that  the  follow¬ 
ing  principles  would  be  observed  during  the  process  of  unifying  the 
circulation  of  money. 

a.  Establishment  of  a  correct  exchange  rate.  Since  the  liber¬ 
ated  regions  developed  under  different  economic  conditions  and  under 
different  milita3ry  circumstances,  the  units  of  money  in  the  different 
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liberated  regions  representied  different  values  at  the  -t line  when  tfe 
circulation  of  money  was  unified o  Ibis  is  why  it  was  first  neoessary^ 
dviring  the  unification' process,  to  settle  the  question  of  establishing: 
the  correct  rates  at  which  some  local  currencies  would:  be  e;kchanged 
for  others,  so  that  the  holders  of  the  notes  would  not  unj^S-iS® 

Price  levels  in  the  respective  regions  were  used  as  a  bap is;  for  deter¬ 
mining  the  exchange  rates*  Basing  the  rates  on  market^  prices  eiJabled  ,  : 
a  holder  of  Money  A  and  a  holder  of  Money  B  to  retain,  during  ^he  ex¬ 
change,  the  purchasing  power  of  the  money  they  had  on  hand,  and  guaran¬ 
teed  that  one  of  the  units  of  money  would  not  fall  in  value  when  being 

exchanged  for  another*  ,■  .n  j 

The  city  Of  Tientsin  ^rae  the  first  large  city  liberated  in  China 
proper »  At  that  time  it  belonged  to  the  territory.of  the  Worth  China  / 
Liberated  Region *  However,  since  the  part  of  the  People's  Liberation. 
Army  which  liberated  it  was  operating  in  various  regions,  notes  of  the 
Southern  Hopeh  Bank,  of  the  Shansi-Chahar -Hopeh  Frontier  Region  Bank, 
of- the  Wortheast  Bank,  and  of  the  Ch*ang-ch‘eng  Bank  were  circulating 
in  Tientsin  along  with  the  jen  min  pi*  But  nevertheless,  the  basic 
unit  of  money  was  the  people’s  yuan*  On  18  April  1949  the  Tientsin 
Division  of  the  People’s  Bank  of  China  published  the  following  fixed 
exchange  rates  established  by  the  People’s  Government  of, Worth  China. 


For  i  yuan.  In  Jen  min  pi  ; 

Yuan  of  the  Southern  Hopeh  Bank 

Yuan  of  the  Shansi-Chahar -Hopeh  Frontier  Region  Bank  1,000 

Yuan,  of  the  Worthwest  Peasant  Bank  •  ;  ,  .  2,000 

Yuan  of  the  Pei -hai  Bank  , 

Yuan  of  the  Trading  Company  of  the  Shensi-Kansu-Wlngsia 
Frontier  Region  2,000 

Yuan  of  the  Wortheast  Bank  .  ,  „  ‘  '  200 

Yuan  of  the  Ch’ang-ch’eng  Bank  200 

Yuan  of  the  Jehol  Province  Bank  1,000 


Yuan  ,  of  the  Shansi-Chahar '■Hopeh  Frontier  Region  Bank, 
issued  for  circulation  in  the  Hppeh-Jehol-Liaoniig 
Frontier  Region  .  5^000 

Yuan  of  the  Central  China  Bank  ^  100 


Yuan  of  the  Chung -chou  Peasant  Bank 


3 


These  official  exchange  rates  were  the  same,  on  the  vhole,  as 
the  rates  which  formed  spontaneously  on  the  narhetj  the  reason  for 
establishing  them  at  this  level  was  the  desire  to  protect  the  holders 
of  the  money  in  the  liberated  regions  from  exchange  losses » 

b.  Stabilisation  of  the  exchange  rate,  mixed  circulation  of 
mon^.  When  the  unification  of  two  adjoining  regions  into  administra¬ 
tive  units  began,  during  this  organizational  period  the  task  was  to 
establish  the  correct  exchange  rate,  stabilize  it,  and  allow  the 
temporary  parallel  circulation  of  the  two  different  units  of  currency 
of  the  different  regions  in  a  fixed  ratiOo  This  was  a  necessary  transi 
tion  stage  in  the  process  of  consolld8,tlng  the  formerly  independent  re¬ 
gions  with  their  independent  units  of  currency*  The  parallel  circu^a,- 
tion  of  the  two  units  of  currency  was  to  promote,  the  restoration  and 
development  of  economic  ties  between  the  two  regions ,  iso.lated  in  the 
past,  and  to  prevent  price  fluctuations  on  the  narket* 

Since  the  circulation  of  money  was  directly  connected  with  the 
different  aspects  of  the  people *s  economic  life,  forbidding  the  circu¬ 
lation  of  any  given  unit  of  currency  and  exchanging  it  for  new  money 
to  which  the  population  was  not  accustomed  would  have  been  an  extremely 
serious  matter.  Excessive  haste  could  have  had  a  negative  influence  on 
the  circulation  of  commodities  and  mmey  for  a  certain  period  of  time* 
That  is  why  it  was  decided  to  permit  the  temporary  parallel  circulation 
of  two  different  units  of  money  which  formerly  circulated  in  two  ad¬ 
joining  regions  0  In  doing  this  it  was  assumed  that  after  stabilizing 
the  market  and  creating  the  necessary  commodity  reserves,  when  the 
preparation  for  exchanging  the  money  was  completed  and  the  population 
was  already  relatively  accustomed  to  both  types  of  money,  one  could 
be  withdrawn  from  circulation  and  replaced  by  the  other* 

The  permission  for  a  very  short  period  of  time  of  mixed  circu¬ 
lation  of  money  at  a  fixed  legal  ratio  during  the  period  of  exchanging 
the  notes  of  the  different  liberated  regions  for  people’s  yuan,  was 
of  a  somewhat  different  nature.  This  was  done  for  convenience  in  ex-  . 
change  and  for  creating  favorable  conditions  for  the  circulation  of 
money,  and  also  because  of  certain  temporary  circvunstances *  For  exam¬ 
ple,  during  the  struggle  for  the  liberation  of  Peiping  (until  October 
1949  Peking  was  called  Peiping)  and  Tientsin,  for  convenience  in  sup¬ 
plying  the  Northeast  Army,  decrees  of  the  Military  Control  Committees 
of  Peiping  and  Tientsin  permitted  the  temporary  circulation  of  notes  , 
of  the  Northeast  Bank  and  of  the  Ch^ang-ch'eng  Bank  in  these  cities* 
When  these  special  circumstances  were  no  longer  operative,  the  People’s 
Government  of  North  China,  on  15  April  19^9,  announced  the  termination 
of  the  circulation  of  these  notes  in  Peiping  and  Tientsin  and  their 
circulation  was  limited  to  the  Northeast*  An  exchange  point  was 
created  on  the  border  of  the  two  regions  in  Sbang-hai-kuan,  where 
these  ctirrencies  were  exchanged  at  the  official  rate  and  through 
which  money  transfers  from  one  region  to  another  were  handled;  this 
was  to  promote  the  development  of  trade  relations  between  them. 


C i'  ^Gbligatcry  ‘excliange  {purchase );'  at '  tlie  fixed ;,^hahge..  :^^  . 

of  all  the  local  frdfe  cireu:2ati4ao';‘fi’9*‘,.^55^^ 

ing  the’  iBOiiey  issu^  the  different  liberated  regi^jQS#  fiiP^ed  epcc^hge 
rates  were  established:,  at  wMch  the  Peopi^^s  Ctoyefhm^^ 

(purchased)  all  lictes  circulating  in  the^  ilberated  regfdnso  ^  ^  ,  , 

periods  fcxr  the  exChan^ 'were  limited  fQr  pure3y  orgattizationhl  ; . . - 
reasons  and  so  that  t^  people  wouii  help  the  governmei^^I^^h  , 

work  in  the  shoftest'  pt»sibIe  time  e  However,  this  “did ''net' ^ 
the  exchan'ge'  'Btopped  after  the' "established  period*  ;^Ey^n^afte^  t^^  a 
piration  of  the  exchange  period  holders  of  notes  in  tl^';  liberated  J^e^  , 
gions  tould  come  tt  the'  bank  and  exchange 'the  money  ht  tife/epa^listed 
rate,  '  Si  'addition^:  the  same  exchange  rates  were  used  r«t';all^y^'s;,, 
of  the  popbiatioh'  bihee  'alii  'the  population  of  thO  liberated  reigionp^^^  .^^ 
had  given  material  support  to  the ' revolutionary  efforts  diiring  t^  , 
anti-Japanese  war  and  diirlng'  the  third  ci'vil  revql'utlonscry'  w’^r,  , 

dv  .  Ensuring’ stability;  Of  market  prices*  ;i)ur ing  ,  "^  ;^pciess:^  , 
of  unifying  the  circiilatiba  of  money  wes  necessary  tp  'eps^e  sta-  ,, 
bility  of  inafk^  pfices  o  Aicng  with  the  obSer'^^nce  of 'this  ;^inpip^^^^^^^ 
in  tfade|j  until  the  acti've  coordination  of  the  ^^-ptiyity  ,pf,.  , 

organizartibhs','  'sieasurea'Were  implpmented  for  the  ^adi^!!  exchpps® .  Pf  . 
money,'  in  •particular'  through  creating  special  exchange,,, pplptp  ,  Bu'i:,  , 
the  basic,  method  was' yithdr^al  of  money  frOm  circnidtS^Jthrpygh  , , 
state  entei’Pi'ises''  and" 'Organizations' end  cooperatives,  phyihg  their, 
daily  activity.  Money''' which  was  taken  in  and  was  shb^ect  to  e^phange 
and  withdrawal  was  h^"^;ven  but  again,  bht  was  givehrt^:  the  bank;  In  , 
this  way  it  was  gradually  reinoved  frOm  circulattona  r,. '•  :*  ■ 

The  People’s''  Qo'V'efnment  considered  it  thei?  duty  .tp  exchange  ,at^., .. 
a  ;)ust  rate,  not  only  money  issued  dTiring' the .  anti yar  and,  the 
civil  revolutionary  warV'  but  .  also,  money,  promissory.'nptes'  end.  bonds  Is¬ 
sued  earlier  by  thO  reybiutionary  bases  dhring  the  pp^ipS  ,bf,  the  agP^.r 

ian  revolution.  .  -r  i -j-r'-.  j./,,.,  '  •  ' 

During  the  a^arian  revplution  (after  ti^  defeat,  pf  the  revolu¬ 
tionary  forces' in  1927)  and  up  to  the  beginning  of  the;  ahti- Japanese 
war,  the' banks  of  the  differerrfc  people^  revolirtionary  bases  issued  . 
money  fcr'tihe  dlfferehb'fevplutlphary'  cehte^  Of  Red-Cpntrbllep^regipns 
of  Kiangsi;  and  JHkkien'.pro'vinces'*. '.After;  tfae^  Workers -Peasants  Red.  Aray 
left  thebe  regions'^ ,  tte  Chia'hg  ifel-Shek  plijiue ,  categoric'ally  f^bid  . 
the  circulation'  of 'the'  money  issued' by  the  benks;  of  the  .people  s  re'yo- 
lutionary  bas'es , ■  'hud  did  not  permit  the  'popuJatiph  to  .  keep.: this  money . , 
In  s ome  places’^  ' f or '  exim^:  in; ^ulstoh  t^ophty, ;  rPrpyince,  .execu¬ 
tion  whs '  the'  penalty 'for  keeping;'  this  iooney.  ';:'H<^syef  '  ■ 

and  persecutions,  the  populatibn  kept' it  by  any;method  possible.  Acr , 
cording  to  existing '  es-bimatea,  iii  pdrt  'pf  the  f egions; of,; Kiangsi  , Prov¬ 
ince  alone, '  the  population  had  bank,  netps  ‘issued  diiring^^^t^^  period,  of , 
the  agrarian ‘revolution  amounting  to ' O'^r , 1  million 'yuan  (Ip  ppits  pf , 
money  of  that  period),  . ■  '  I  i- ■■  ' 


The  fact  that  a  large  part  of  the  popAlatioa  carefully  lr.ept 
this  money  for  a  long  time  eloq’iently  demonstra-'^es  wliat  limitle.ss 
faith  the  Chinese  Communist  Party  and  the  Workers -Peasants  Ead  Army 
enjoyed  among  the  masses  of  peopleo 

For  these  reasons^  a  decree  of  the  Finance-Economics  Committee 
of  the  State  Administrative  Council  of  the  Central  PebpJ.e’s  Government 
ordered  the  local  divisions  of  the  People’s  Bank  to  e;^cbanga  the  money 
issued  by  the  different  revolutionary  bases  during  the  agrarian  revo¬ 
lution  in  Kiangsl  and  Fukien  provinces o  In  doing  this  the  exchange, 
rate  was  not  fixed  directly  in  relation  to  Jan  min  pi.,  but  tk-rough 
the  silver  yuan,  at  a  rate  of  12  yuan  of  the  money  being  exchanged 
per  silver  yuan,  with  payanent  5.n  jen  min  pio  This  ratio  agi'ced  ■vrith 
the  actual  value  of  the  money  being  exchanged* 


The  Eapid  WithcLraval  of  Kuomintang  Money  From  Clcculation 

During  the  last  years  of  its  rule,  the  Chlang  Kai-shek  clique 
Issued  huge  amounts  of  paper  money  to  finance  the  anti -x-e'ople  war* 

After  the  failvire  of  the  ‘'fa  pi,"  as  we  a3ready  satr,  paper  notes 
ca.lled  "gold  yuan"  were  issued  and  a3.80  very  quickly  depreciated  com- 
pie'bely.  In  their  last  strongholds  in  southwestern  end  southern  China, 
the  Chian g  Ifel-shek  c.liqu,e  attsnpt-d  to  issue  the  sO“ca3.1ed  "silver 
yuan"  and  thus  continue  to  pliincior  the  people. 

During  the  who.le  period  of  the  third  civil  revo3;a!;i.on,  in  ttie 
regions  occupied  by  the  Chiang  Kai-shek  cl.ique  the  monetary  system 
was  in  a  complete3.y  disrupted  condition  and  prices  were  rising  swiftly. 
Chaos  was  noted  in  the  circulation  of  money  in  ail  the  regions  liber¬ 
ated  by  the  People's  Liberation  Amy,  ana  to  bring  order  the  Peop3.e'3 
Government  had  to  immadiate3.y  and  decisively  withdraw  all  the  worth¬ 
less  Kuomintang  money  fi'cm  clrculatioDo  Retaining  this  money  in  cir¬ 
culation  for  a  more  or  less  extended  period  would  have  meant. shifting 
part  of  the  burden  of  inflation  caused  by  the  ru3.e  of  the  Chiang  Kai- 
shek  clique  to  the  shoulders  of  the  population  in  the  liberated  regions. 
At  the  same  time,  the  mercenary  Chiang  Kai-shek  clique  could,  even  in 
the  fiiture,  resoxi;  to  even  greater  issuance  of  paper  money  and  thus 
appropriate  the  people's  wealth  in  the  liberated  regions  =. 

During  this  period  part  of  the  population,  temporarily  located 
in  some  regions  under  the  power  of  the  Kuomintang  regime,  underwent 
the  cruelist  deprivations,  experiencing  the  whole  burden  of  unchecked 
inflation. 

A  most  iiEportant  taslc  ali.;ad  of  the  People’s  Government  in  the 
territory  of  a  newly  lib erabed  region  ms  the  immediate  banning  of 
circulation  of  Kuomintang  money  and  the  rapid  introduction  of  a 
single  people's  currency.  This  was  to  promote  the  creation  of  a  new- 
democratic  order,  the  restoration  of  production,  and  stabilization  of 
the  market • 
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During  that  per^-od  jialnly  the- followi.ns  aet^^  were  iiB&d  : 

;  ao  Sorbidding-tha  clrcu;j..ation,  of  the  old  money-  and  e:^chaaging 
it  for  people's  yuan  at  a' fixed  rateo.  The  People  * 
nounced  that  :the;  only  legal -money  of  a;  given  fegioh  was^the' j^n 
and  all- money  ■  receipts, .and .  passnents  of  state  organizatidns  -  and  enter¬ 
prises  and  private vperaoasj,  entries  in,  account ;bo0hs,  and  mdhetary  ^- 
documents  must  ;be-> handled-  qnly  in  people's  yuano'  At  the  same  time  it  -- 
announced  that  all  ICuomintang  money  was,  revoked.,:.'  In  the'  inter -eSts  -of 
the  people  the  revoked,  money  was . exchanged  at  a  rate  computed  in  con¬ 
sideration  of.  the  ratio-  between-  prices  fof  basic  gobds  in  the  -terri^  .- 
tory  still  occupied:, by  the  enemy  and  in  the  liberated  regions ;  -  :  - 

doing  this  the  exchange  rate  for  I&omintaag  money  was 'usually  fixed  a: 
a  somewhat  lower  rate  than  the  actual  ratio  of  the  lno.i cat ed  prices^ 

Fjnd  the  rate  was  gradually  decreased  s  When  the  Khomintang  regime 
crashed,  faith  in  the  Chiang  Kai-shek  money  was  completely  gone  and 
the  population  of  the  liberated  regions  refused  to  use  it.  Under 
these  conditions,  its  Imnediate  withdrawal'  from  circulation  and  the 
issuance  of  people's  yuan  were  not  only  necessary,  but  also  fiilly 


feasible  measures i  .  ,  ' 

b.  Limitation  of  the  exchange  pericds.  The  exchange  period,  , 
as  a  rule,  "was  ■  made  very  short :  the  maxiimum  period  was  not  more  tnan  ■ 
10-15  days.  At  the  same  time  the  exchange  of  Kubmintang' money  for 


goods  produced' on  territory :  occupied  by  the  epemy  was  encoiuragea. 

With  this  in  mind  there  was  a  terroprary  relaxation /in  the  restriction 
against  the  importation  of  go-cd.s' from  .enemy  .regions  right  up  to  the; 
complete'  repeal  of  .import  taxes,  -.In-  s(3.u?eaing  the  Khomintang  money 
from  circulation  it  was  intended  that' this  be  done  mainly  through  the- 


efforts  of  the. people  themselves,  .  That  is  wl^  the  excba-nge  rate  was  / 
gradually  lowered,/ why  the  exchange. .period  was  limited  and  why  rs^ 
strictions  against- impact  of  goods  from  regipns.  'Occupied  by  the  eneay 
were  relaxed ,  The  exchange  of  .money  ■conducted/.by  the'  People  's  Govern¬ 
ment  was  only,  an  additional  measure, .  ,  It  gPss  ,'*^i'^hDUt  saying  that 
different  methods:; were  used  under  different  conditions ,  Thus,  in  the 
initial  period  of  the  '  civii  war  unleashed '  by  the  Chiang  Kai-shek  /  -  ‘^ 
clique)  when  our  forces  yielded  ,tp: the,  enety,  we  still  frequently '  ■; 

needed  Kuomintang- money  in  Darge  amounts  tO  purchase  necessary  goods 
in  enemy  regions  and  cities.  Under,  these  conditions  the  exchange  of 
Kuomintang  money  had.  the  purpose  of  mobilizing  it .  in  ths  hahdb  of  . ; 
the  People's  Goveu^ment,  .  In  doing  this  t^^^  exchange  •rate /■  the  ex¬ 
change  period,  and;  other  organ izatibaal  measures  were  determined  in/- 
agreement  with  this  purpose.  At  the  end  of  the  civil' ievblutiOh’ com¬ 
plete'  squeezing  ef  the  Kaomintang  money  from  circulation  was  coUiited 


-  m  Peking  and  Tientsin  amounts  up  to  500  "gdld'  yuans  /were  ex¬ 
changed  for  workers,-  employees,, -students  and  popr/people  at  a  pref¬ 
erential  :ratea  :  Thus ,  on  .2a ^Janua^  19^9  .  tab  ubiia;!  exclHnge  ;rate  was 
established  at  8  "gold  yuan"  per  "yuan  in  jen  min  pi,  and  the  prefer¬ 
ential  rate  was  3  "gold  yuan"  per  yuan  in  ;)en  min  pi.  On  26  January 


the  usual  rate  was  reduced  to  10  "gold  yuan,”  while  the  preferential 
rate  remained  the  same  as  before.  A  shorter  exchange  period  was 
established  with  the  preferential  rate.  Jh  Tientsin  this  period  was 
set  at  10  days,  and  each  person  could  exchange  money,  only  once  upon 
presentation  of  a  certificate  given  by  the  appropriate  establishment. 
Such  a  method  of  exchange  was  in  the  interests  of  the  basic  mo-ss  of 
the  population  and  served  as  a  clear  indication  of  the  democratic 
policy  of  the  People's  Government  and  its  People's  Bank. 

Eovrever,  many  difficulties  arose  when  using  the  preferential 
rate.  Curing  the  first  period  the  organizational  side  of  the  work 
was  far  from  perfect  due  to  lack  of  experience  and  personnels  It 
was  quite  complicated  to  deternine  the  social  affiliation  of  a  given 
person  in  a  short  time.  With  the  great  difference  between  the  ordi¬ 
nary  and  the  preferential  exchange  rates,  there  was  a  danger  of  many 
abuses  which  could  hinder  the  rapid  squeezing  of  Kruomintang  money  out 
of  circulation.  Therefore,  when  other  regions  were  liberated  these 
methods  had  to  be  discontinued. 

After  the  People's  Liberation  Army  liberated  the  southern  re¬ 
gions  of  China  and  the  remnants  of  the  Chiang  Kai-shek  troops  fled  to 
Taiwan,  the  question  of  the  Kuomintang  money  in  the  newly  liberated 
regions  was  again  different . 

Tlie  Chiang  Kai-shek  clique,  sheltering  in  Taiway,  was  not  able 
to  continue  the  unresti'afned  issuance  of  paper  money,  and  there  was 
no  place  for  the  Imomintang  money  in  the  hands  of  the  population  to 
be  squeezed  to®  During  this  period  the  People's  Government  was  faced 
with  the  task  of  bringing  order  into  the  circulation  of  money  in  the 
liberated  regions  by  exchanging  Kuomintang  money  at  an  established 
rate.  This  required  the  expenditure  of  certain  funds.  Th.is  could 
have  created  the  impression  that  the  PeopI.e's  Government  was  assuming 
responsibility  for  the  Chiang  Kai-shek  paper  money.  However,  the 
People's  Government  \indertook:  this  step  to  lessen  the  people's  diffi¬ 
culties  although  it  had  the  formal  right  to  simply  annul  the  I^omin- 
tang  money.  Moreover,  the  exchange  of  the  money  pi-omoted  the  rapid 
creation  of  a  single  monetary  system  with  a  single  unit  of  money,  the 
people's  yuan. 

Thus,  in  these  two  different  periods  the  People's  Government 
had  two  different  approaches  toward  tha  Kuomintang  money. 

During  the  period  of  liberation  of  Tientsin,  in  January  19^9# 
the  basic  course  was  to  squeeze  the  "gold  yuan"  out  of  circulation. 

The  Tientsin  Military-Control  Committee  declared  that  all  notes  is¬ 
sued  by  the  Chiang  Kai-shek  government  was  illegal  and  their  use  was 
forbidden  in  trading  circles.  However,  to  lessen  the  difficulties  for 
the  city  population,  temporary  circulation  of  this  money  was  permitted 
with  observance  of  the  following  ruies;  persons  having  over  100,000 
"gold  yuan"  were  permitted  to  register  these  sums  at  the  custom  house 
or  the  trad lag -Indus trial  administration  and  to  take  them  Into  enemy 
territory  to  purchase  goods  there.  Persons  having  less  than  100,000 
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”gold  yuari"  'cbuid  gcS  'to'4.he’  central  ^.exchange  jpbtots'  bf  ■:the,;^^eni;sin^ ,  ^  ,.. 
Division  of  tlie:;:feoDle’;e;:^nk  of  ;Chin^  applica^f bn'.;|^;  per r .  ^ 

tan  33  ion  to  exD^^f t  this  ''inOney '  into  enemy  regions  f cr'_  pnf cMs ing ,  gooo^  , 
there.  If  the  'hoiM^  ^  the  "^dM'.jtan"  was  ndt;  ahle3'  Oohahot  .fuch  ^ , 
an  opefation'  himnelf  'hOtcdh^  he  given  peraissi^  to  , 

money  for  peoi>le'^s  yuah'at  t^  exchange  ^pints, of 

of  China  at  thd  dsta'blishbd  rate.  The  basic  aim  Of  : 

the  squeezing  of  "goii  y^h” 'out  of  the  lib erhtei  regions;  ixito^^r^^ 

occupied  by  the'-Chiang  -Khi-nhek  clique.'-  i - 


Attihe  end  Of  5fey  after  the  liberation ;  Of  .Shan^fj  .  t^ 

nation  changed  rhdiOally.  I?he  'Kwomlntang  fesi!»«'^Os;i^up^|; pom- 
-oiir  w-'-rirsVipfl  :  It  the  fOT  regions  of  Southwestern  and 


SitA 


"silver  yu.s-n"  were  still  being  issusdo  But 
gions  was '■  only  a- -question  of  a  few  dayso 

^  . '  .If" '  :.  ■  -.■  'If'':'-  /  .  Ti^-  -JU 


There  was  air ee 


to  squeeze  the '**gold  yaan^*^  out  to.  By  this  time  .the  ..iS‘S0anc0..,:Of  . , 

"gold  yuan"  increased,  from  200  mr.llion  to  67j)9®Q^9*^9.J',^^.9«‘!: 

less  than  a  yeafV'  Ihe  real  purchasing  power  of  gold' :^hn'^''in  ^respect 

to  gold  .fell  shei^iy  and  conprised  only  one  ten  ahllion^ 

chasing  pwer  at  the  tlms  of-  'isauancej 'iee._,  actUalDy  the  gOld  yt^n 

were  worth  less  than  the  paper  on  which  they  were:  printed.  ^  , 

To' solve  the  people’s  difficulties,  and  ;to  eliminntf  .the 
hindrance  to  the  mOst  rapid  organization  of  a  unified  mohetary  system, 
a  policy  was  adopted-  fbr  ,-l*h  urgent,'  umiversal^  nnrestricted 'exchange 
of  "gold  yuan"  at  a  single,, rateV  -  a' -  •."  '-'t  ■ 

The  depreciated  "goid'yuan"  were  exchanged  for  people's  yaan 

by  establishments  of  the  People’s  Bank  of  China  and  by  nugiefous 
change  points  at  a  rate'‘’bf'  id0,:000  "gold  yuan"  per  '/-iriA 

The  exchange  was  cdapleted  in;7  days ...  In  all,  about  090,099, 000,000 

"gold  yuan"’ were  exchanged,  53  percent  of  .the  total  amount,  issued . 

Thanks  to  this  the  People’S  Poyernment  pould  publish , a  decree  . 
on  conducting  ail  ikyments  and,' settlementB,^  in  people’ 3^ . 

single  monetary  system  was  created.'  .  -.r.  ■  t'- 

On  2'  c3Uly  19k9', 'hot  long  before  the  declaration  of  the^  People  a 
Republic  of  China,  the  Chiang.  Kai-shek  clique  bagan  to  issue  Silver 
yuan"  in  Cahtdh.'  The  Pecple^S'  Government  stated  then  that  this'  at-  .  . 

tempt  was  the  death  agony  of  the  I^iomintaug  regime,:,  and  that,  t^ 

"silver  yuan^':iMs  paper 'money  of  no  'valiteV  ;  .6?t£fbment 

the  people  the  regions,. tea^arily  pccipied::by:  t^^  ;■ 

troops  to  declare  a  populhr  boycott  of  the,  silver  yuan.  , ,  ... 

it  wis'  officially  ahhouncedytliit  aft  eh  the  li'be^'tion^O  the  ,  , 

occupied  regions  the:  "silver; yU^  wt^ld  be  reyoi^dy^^  : 

exchanged  for:  people’s'  yuan.  'This  appeal. Pf  , the." .i^Ople’s:.99y®^d,^®?i.,' 

was  warmly  supported  by  the  pOpuiationyihytte  regionsyWaiting  foi*.  ,y 

l-’beration*.  "'  The  "silver. yitan"  quickly 'failed, .and  aftir'.the.  Kuomto-,  .  . 

tang  troops 'were- ruh'irtmr  they  maini^d;  the  : 

from  circulation.  '  -.  . . 


Ptohibiting  the  Circulation  of  Foreign  Currency  and^  Concentrating 
Currency  Control  and  Operations  With  Foreign  Currency 
in  the  People’s  Bank 

One  of  the  pernicious  consequences  of  the  long  rule  by  the  Kio- 
mintang  clique  was  the  flooding  of  our  country  with  for eign- currency. 

In  the  large  and  medium -sized  cities  minly  American  dollars  circu¬ 
lated^  and  in  Southern  China  a  large  number  of  Hong  Kong  dol3.arB  cir- 
culatsdo  Due  to  the  steady  depreciation  of  the  K-..'omintang  money,  the 
American  and  Hong  Kong  dollars  had  actually  replaced  the  "gold  joiian” 
in  circulation  in  many  Ch.i.nese  cities  o  These  dollars  were  bought  and 
sold  freely  on  the  market,  and  prices  were  computed  in  dollars o  At 
the  same  time  such  foreign  banks  as  the  "Hcng  Kong -Shanghai  Banking 
Corporation"  and  the  "Chartered  Bank  of  India,  Australia  and' China," 
had  the  exclusive  right -of  issuing  bank  notes  for  our  country’s  terri¬ 
tory,  which  was  one  of  the  indications  of  the  semi -colonial  nature  of 
old  China’s  economy.  The  Chinese  people  underw?.?at  losses  when 'the 
capitalist  countries ’  currencies  depreciated ^  and  the  imperialists 
were  able,  by  issuing  paper  notes,  to  plunder  material  values  worth 
great  amounts  and  belonging  to  the  Chinese  people.  ' 

But  the  most  pernicious  fact  was  that,  having  obtained  the  ex¬ 
clusive  right  of  issue,  the  Imperialists  had  concentrated  control  over 
the  circulation  of  money  in  Ch3.na  in  their  hands.  The  awakened  Chinese 
people,  filled  with  national  pride,  could  not  allwr  this  to  any  case. 
Such  a  situation  was.  not  compatible  with  the  independent  monetary  sys¬ 
tem  of  new  Ch:lna.  Therefore,  it  was  necessary  to  forbid  the  circula¬ 
tion  of  foreign  currency  in  each  liberated  region,  and  to  depx-ive 
foreign  banks  of  the  right  to  issue  currency  and  of  their  monopoly  of 
handling  foreign  currency  operations.  This  was  a  matter  directly  touch¬ 
ing  on  the  sovereign  right  of  our  government.  The  government's  actions 
in  whic  respect  were  decisive  and  inflexible. 

It  should  be  kept  in  mind  that  Inasmuch  as  the  foreign  currency 
in  the  hands  of  the  population  represented  debts  of  the  imperialists 
who  expropriated  the  wealth  of  the  Chinese  people,  the  task  was  to  use 
these  debts  In  every  possible  way  to  achieve  the  return  of  material 
values  so  necessary  to  the  People’s  Government.  The  wealth  lost  by 
the  Chinese  people  during  the  epoch  of;  the' semi -colonial  regime  had 
to  be  returned  to  the  new,  independent  China  for  the  needs  of  state 
construction  and  for  increasing  the  people’s  material  and  cultural 
standard  of  living. 

With  these  aims  the  local  people’s  governments  of  the  liberated 
regions  conducted  the  following  measures s 

a.  Prohibition  of  the  circulation  and  the  buying  and  selling 
of  foreign  ciirrency.  Persons  who  had  foreign  currency  could  exchange 
it  only  at  the  People’s:  Bank.  Private  persons  were  forbidden  to  own 


foreign  currency,  but  it  was  to  be  retained  in  the  People’s  Bank  and 
used  in  .acoord^iDce.  wi^^  qf  r  currency -  control^;;  ice;^>  aoeord  A  v 

ing  to  a:^opriaif Ideci^onso ..tW  ix^xS-fr/j  :ixivj'x  x:' 

b.  The  estabilsiment  cap  a  .ra,tional  rate  of  exchange  for  foreign 
currency*,  immediately  after  the  liberation  of  cities  in  which  foreign 


currency  was  iio  cir Oblation,  the  People, ?s  Bank  announoM  ;.the  rete  for 
its  exc^nge;;  the.?,^ftciai .rate .usually  was  the;aaBLe  asijthevnark^t  rate 
of  that 'time*  V  ^  period  fcr  the  e3{C.toj3gg  ,!f^g;;j^^  ,  • 

and  in  _  otibe3^s/,'therelwas /no.  ^mi^aW  ■  .  a'XiiUxx,:’.  i;;-: 

$ihce  the  Chihese  people  had  tmder gone,  .crued  pluh  a  • 

long  period  through  u*^estralned  inflation  unleashed  dnrdhgrtSe.rule  ; :  • 
of  the  ,I?uomintahg  .re^me^  'the,  pppa3.ation  preferred  to  ..keep  their  : 
savings  in,  tho  form  .of -  foreign  currency  In /jaany  casesiivyiThere 
holders  of ,  thi^  currency- were.,  given  the  right"  to  exchange,  it-ieven..;, 
after  the  expiratioh  -Of .  the  established  •exGha.nge  rperiod  dj- 1  - 1: , 

^  .c,» ",  Ai^r  the  'coripletion  of  the  work  .of  prohibiting  the  ;circu- 
lation  -Of  foreign  currency  and  exchanging  it,  conducting  all  foreign^ 
currency  operations  , in  accordance  with;  the  established  rules;  of/ ciir* 
rency  ctJntrciL#; , t  ^  ^  •v-.-.i;,. 

The  rudea\df  .  ciirr  published  by. the;  people’s  govern-: 

ments  in  the  different  regions  provided  that  all  hoid.ers ;  Of  foreign 
currency  (Chinese citizens  as  well  as  foreign  residents)  imist ,  .within 
a  determinea.'perldd,  exchange  this  currency  .in  the •;Peoplels  ®ank.of 
China  or;  in ;  its  .  agent  establishments,  or  register:  it  as.;  a  deposit  -■ 
against  an  .appropniate  , receipt  0  .  Persons  coo.ipg  Intp:  .China;  On  b\jsiness:  ' 
or  as  tourists  .had.  td..’,exci3ange  their -foreign,  cnfnency;.and,;bllis;^  : 
exchange'  for ; people *8 '^an  at  border;  e8tablishmeots'.of•^the  People’s 
Bank  of  China  b3?..,fflake  a,  deposit  in  the  currency*  .  :  ,  v,  -  v 

Thus,,  all  foreign  currency  in  the  countz-y  up tO -the..: publication,  ' 
of  the  .rules -  for,  Gtnrxency 'control,- and  imported  ...after  , their,  publication.; ; 
had  to;,.'iDe;.e?ichanged;  OT.., deposited 5,. .v.,.  :xxr\  x 

Private  transactions  in  foreign  currency  rand.;  computation  of 
prices  .in.  foreign  currency  were  fc{rbidden<i:.  x/kx  iX  • 

In  ;.order  to  at-^ro-ct  deposits,  in .  foreign  .cvrfehcy;t^  neces-  : . 
sary  tp.establish  an  .appropriate  policy*.  The  periodtOf  the  deposit  .  . 
in  forei'^’ ci^rency.  could  te.eixfce^  Upon  demand,  .the  deposit  was-  = 
paid  in  jen.' mib  pi>,- usually  at  .  t^^  Payment ‘..could  al£MC  : 

be  made  ih  fdfaigu,  currency  with  .special  dec.lsionso  v;;'5t.!Was.  'permitted  ■  - 
to  export  foreign.  c\^'rePCy  ,/f<mr.^  deposited  .in.  :t^e,. -bank  when  leaving 

the  country  , :  r  -hris  -.fJ-  ix'i  ::  r  ,  : 

All  this  made  it  possible  for  the  government  to  concentrate  the 


scattered  .foreign  currency.4n,-.its --hands;  and^  thus  form  a  certain;  re r  :  ■ 
serve  Of' foreign  currency  for  importing  .needed- goods;,*.  „ 

The  restPfelion  and  development  of  foreign  tr,a,de;crelations  with 
different  cowiries,  on  ..the.  pnincipie^.of  S;Oyere.ignty:.md  mutual'  ad-  : ; 
vantage  became;,  bne  pf  .the  .principles  pf  ,.ou'n;;.eountr^^^^^  faneign' policy* 
In  order  to  expand  foreign  trade  and  favorably  develop  other  non -trade 
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items  of  the  payments  balance,  the  People's  Bank  began  to  Implement 
strict  control  over  operations  in  foreign  currency.  All  interna¬ 
tional  settlements,  whether  or  not  they  involved  cash,  began  to  be 
conducted  only  through  .the  People's  Bank,  its  agent  banks,  or.  banks  , 
controlled  by  it. 

Ihe  rules  of  currency  control  had  the  purpose  of  increasing 
receipts  in  foreign  currency  and  saving  non -currency  resources. in 
every  possible  way.  Reserves  of  foreign  currency  were  called  upon 
to  play  an  active  role  in  the  socialist  industrialization, of  the 
country  and  to  promote  the  imp3.ementatioa  of  an  independent  economic 
and  currency  policy  by  our  government. 

IV  ■ 

Forbidding  the  Circulation  of  Gold  and  Silver,  Rfivate  Ik-ade 
in  Gold  and  Silver,  and  Computation  of  Prices  in  Gold  and  Silver 

During  the  first  period  of  formation  of  the  People's  Republic 
of  China,  gold. and  silver  continued  to  circulate  within  the  huge  terri¬ 
tory  of  the  newly  liberated  regions  and  prices  continued  to  be  computed 
in  gold  and  silver.  Uhls  was  one  of  the  basic  factors  in  the  dack  of 
organization  in  the  circulation  of  money.  iTherefore,  the  Central 
People's  Government  had  to  bring  order  into  this  matter. also. 

Before  the  fornation  of  the  People's  Reptoblic  of  China  the 
people  had  very  little  faith  in  the  Kuomintang  paper  notes.  ib.e  mer¬ 
cenary  Chiang  Kai-shek  clique  sold  the  sovereign  rights  of  the  govern¬ 
ment  in  exchange  for  "assistance”  from  American  imperialism  in  the 
amount  of  several  millions  of  liang  of  gold.  At  one  time  they  at¬ 
tempted  to  strengthen  faith  in  the  sharply  depreciating  paper  money 
by  organizing  free  buying  and  selling  of  gold  by  the  Central  Bank  at 
a  price  declared  by  the  bank.  Although  this  method  promoted  some  re¬ 
duction  in  the  circulation  of  paper  money,  under  the  conditions  of 
the  very  cruel  inflation  unleashed  by  the  rotten  Kuomintang  regime 
it  actually  opened  the  way  for  further  enrichment  Of  the  four  families 
of  China,  These  representatives  of  bureaucratic  capital  speculated 
extensively  in  gold;  gold  became  a  basic  factor  in  the  increase  in 
prices.  Under  the  conditions  of  the  rapid  depreciation  of  the  paper 
money,  the  population  was  compelled  to  compute  prices  in  gold  and 
silver  and  also  to  use  them  as  media  of  cirGUlation  in. order  to 
realize  normal  trade  in  goods.  Gold  and  si3.ver  yuan  actual3.y  became 
the  basic  types  of  money.  During  the  first  period  after  the  libera¬ 
tion  the  computation  of  prices  in  gold  and  silver,  circulation  of 
these  metals,  and  speculation  in  them- occurred  everywhere. 

There  were  two  categories  of  people  buying  and  selling  gold. 

The  first  included  part  of  the  workers,  employees,  students  and  others 
of  the  ordinary  population  who  were  trying  to  prevent  losses  from  de¬ 
preciation  of  the  money,  and  to  maintain  the  purchasing  power  of  their 
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savings  for  satisfying  tbeir  most  vital  needs*  were^asny 

in  this  catego3:y  hht  tlfs  simo^^  of  gold  -hotight  aftd  ',ipld;fey  each  :lndl- ■ 

vidxjal  was  very  siQa^*;''\ -  '  ,  V'.  ■  ^  ^ 

The  Second  categdjpy  included  prof essibnal  speculators*. There  ■  ■ 
were  not  manyj  but' thdy  resold  a  great  amopt  of  .gold  with  a>^ 
considerable  effect  pn  the  ep.aio^. .  Some  of' tiiem  .poncealed;. their ;•  '  ^ 

speculative  machinatibns.,.b.el^ad.  ?pfflcial  'pbsitibns .  in  .banks^  Panic-  -of¬ 
fices,  and  industrial  and.  trade,  enterprises  * ;  In  the,  pursuit  exter  '- ;  ^ 
personal  gain-' they;  shamelessly  disturbed  the  country  *  a  cirpufetion  Of 
money*  There  were  eydn  malipious , counterrevolutionary  elpHentS-  among- 
them  who  intentiohallj.’'  undermined  the  circulation  of  'mone^o 

The  chief  holders  of  silver  and  silver  yuan  in  the  newly  liber¬ 
ated  regions  were  landlords  who  also  had  a  certain  amount  of  gold* 
Frightened  by  the  war  and  the  political  situation  they,  saved rg-old-n/Sd  ; 
silver,  calculating  that  sooner  .or.  later  -they  caxld  acquire.  .Bpeculative 

profit  from  these  savings  a-  .  '  .  . 

m  the  large  and  medium-sized  cities  of  the  npwly  lihprated  re-- 
gions  there  were  many  jewelry  shops  which  supplied  yaluable'- gold  and  ’ 
silver  article’s 'to  the. .representatives  of  the'  former  military:  oligarcEor, 
the  comprador  bourgeoisie,  the  landlords  and  the  Capifiaiists  who  ■were 
living  ini.ektravaghnt  ..’.These  -jewelry  ■shops  also  apepulated  . ifi 

gold  and  silver  'On  a' large  s'cale,- obtaining  great  profits  *  ,  v  , 

Mining  of  gold  and'  silver  in- the  country  was,  at  that  time',  in 
a  state  of  complete  co.Ilapae  except  for  the  older  liberated  regibns 
where  it  had  heeb  restored  . and  was  developing,  .  ;  .  i  ’ 

What  measufes  did.  the  .Fpopis-s  Government,  have  tp.  take-  in  this 


serious  situation?  ^  .  j- 

At  that  time 'scaie  persons  were  in  favor  of  .developing -a  gold  and  ^ 
silver  market  so  that  the  People- * s  S-^k  woiild  buy  and  sell,  tkpe  valu-;  - 
able  metals  under- free  market  .conditions' to  stabilize  the.  market. 

Others  considered  "that:  the  goyernmejat  should  buy  up  tide  gold- in  the  = 
hands  of  the  pppulatlpn  'atba  high  priceo  ,  If  a  .  f pee  market  i.n-.;  gold:  and  - 
silver  had  been  e,llowed' to, exist,  this  wOuld  have  led  to  .the  further  -  ' 

development  of  specUlatipn  in  valuable  metals  although  .in  a  lesitimate 
manner.  Specuiaition.  would  .have  become  even  more  'violent.*  ^  Many  In^-  ' 
dustriallsts  and'  traders  would  have -stopped -  their'  normal,  ^production" 
and  commercial  activities  and  switchod  to  tpebulatipn  In.  gold  and- . 
silver,  which  would  have,  become  the  actual"  and  ba'S.ic  ^edia  of -circu-  ' 

lation  on  the  narsi-t* ,  ^  --v  ^  T':,'. 

The  jen  min  pi  monetary  system  would  have  been  ■undermined  and  ^ 
it  would  have  been  ektfemeily  difficult  to  prbtpct  ti^^cixcuiation  :of  : 
money  in  our  country  from  the,  inf luence '  ot* imperiails'ii  goyernments  » 

This  would  have  harmed  bur  B:cibS;equ3at  kpolibyy' dii:e'ctp,d  toi^and  the 
creation  of  an  independent  monetary  ,8.ystem,  and  tbe  . Chinese,  people"  ‘  ‘ 

would  have  continued  to  er^perS-ence  all.  the  eonse’quences.^ 

the  circulation- of 'moh^e.  ■  ,m,.  ..r  ' 
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At  that  time  the  government  vas  still  conaucting  the  liberation 
war  and  was  in  a  serious  financial  situation,  e^d  the  circulation  of,  , 
money  and  prices  were  not  yet  stabilized*  therefore,  if  the  govern¬ 
ment  had  started  to  buy  up  gold  and  silver  at  high  prices, > this  wou-M 
have  unavoidably  caused  the  issuance  of  a  large  a,mount-of  ,  money 
causing  an  even  greater  growth  in  prices*  Since  the  chief  holders 
of  gold  and  silver  were  landlords  and  capitalists,  they  alone  would  . 
gain  from  this  measure*  '  Having  obtained  large  profits, /thej''  would 
have  speculated  even  more  violently,  considerably  aggravating  the  ’ 
market  chaos*  She  whole  burden  of  the  conseciuences  of  the  buying  up 
of  gold  and. silver  would  have  fallen  on  the  masses  of  working  people* 

It  is  quite  clear  that  the  government  could  not  use  either  Of 
these  methods*  T}:ie  only  possible  thing  was  to  conduct  the  following 
measures ; 

a*  Strict  prohibition  of  speculation  in  gold  and  silver*  Sie 
declaration  that  private  trade  in  gold  and  sliver,  the  computation  of 
prices  in  gold  and  silver,  and  the  circulation  of  these  metals  were 
illegal*  Use  of  very  strict  measures  against  professional  specula¬ 
tors  in  gold  and  silver  and  other  persons  undermining  the  circulation 
of  money,  and  the  elimination  of  this  speculation  throiigh  the  joint 
efforts  of  state  .establisijmerrbs  and  the  people*  For  example,  in 
Shanghai  some  tens  of  thousands  of  workers,  employees  and  students 
took  part  in  the  movement  against  speculation  in  gold  and  silver. 

The  campaign  was  conducted  very,  actively  and  gave  good  results , 
bo  To  prohect  the  interests  of  the  workers  who  had  small 
ameonts  of  gold  and  silver,  purchase  of  these  metals  from  them  at  a 
just  price.  During  the  period  when  the  circulation  of  money  was  not 
yet  stabilized  the  People's  Bank  received  deposits  in  terms  of  ma¬ 
terial  values,  ioe*,  in  units  of  commodities o  This  was  to  g’uarantee 
the  purchasing  pawer  of  the  money  deposited  and  in  this  way  discourage 
the  depositors  from  conducting  transactions  with  go.ld  and  silver. 

c»  Publication  of  rules  exactly,  defining  the  sphere  of  activity 
of  the  jewelry  stores  and  shops;  prohibition  of  trade  in  unprocessed 
gold  and  silver.  Supplying  of  raw.  material  for  the  production  of 
jewelry  through  the  People's  ^ank.  The  establishment  of  strict  gov¬ 
ernment  regulation  and  social  control  over  transactions  in  gold  and 
silver  very  soon  reduced  and  then  completely  stopped  speculative  ac¬ 
tivity  by  the  jewelry  stores  and  shops*  At  the  same  time,  as  the  re¬ 
sult  of  the  defeat  Of  Imperialism,  feudalism  and  bureaucratic  capital, 
the  trade  in  major  valuables  decreased  considerably,  and  in  le-rge  and 
medium-sized  cities  the  jewelry  ptoi'es.  and  shops  which  flourished  in 
old  China  closed.  Under  the  new  conditions  many  jewelry  stores  and 
shops  changed  the  nat'a;;e  of  their  act ivi'ty*.  As  the  income  of  the  work-' 
ers,  employees  and  peasants  gradually  increased  and  their  standard  of 
living  increased,  their  demand  for  articles  made  from  valuable  metals 
Increased,  In  consideration  of  this  circumstarace,  the  People's  Gov¬ 
ernment  opened  state  jewelry  stores  in  the  large  and  medium-sized 


cities,  where  gp)A  articles  were manitfactva'ecl  ia  a  liHaned  wa;/  and  ac- 
cordlttg'  to  aBtablished  standards  •  .  In;  snell  cities  aihd-  in  the  co^itr y  . 
some  :Jeweiry^  s-^s'wene  pehJti^  j^oduce •  apd  sell  'SiT^r  artid;ies,  . 

under  estate  coiitrdl,' 

.  di  Permitting  the' ppinalation  to  hold-  gold  and  -  silver  unaer  the 
condition  that  they't^ld  he^bought  sold  only  tbi-otigh  jJ^  ; 

Eenka  Private  trade  in  valuable  metals  was  prohibited.  -It^ should  be, 
noted  that  during  the  ^initial  period  of  construction  ^ Of  the;^  new  govern¬ 
ment,  when  the  Oountfy  in  a  sericRjs  financial' ;Sit^tion>  tl^^  d'3-  ,  . 
mestic  marlcet  was  unstabl.e#  and  the .  chief  owners  of  fUlvab-e  meua^s 
were  landlords  and  capitalists,  the  government  did  hot  hurry 
up  geld  and  silver 'but  permitted  them  to  be  held  and  Only  for'OM^  _  .  .. 
specu3.at4''/e  trade  in  valaable  metals*  Therefore,  the  price  sc  which  , 
the  People^ 3  Bank  bought  gold  at  that  time  was  sen  at  a  I’elait-vel/ 
lew  level.  This  was  intended  to  promote  the  settling  s  large 
of  gold  and  silver  temporarily 'in  the  hands  of  the- laha lords  and  capi¬ 
talists.  This -did  act Vhmirm  the  capitaihsts  and,  under  the  specif ic__. 
conditions,  such  a  policy' was  advantageous  for  the  government  since  it 
did  not  require  expenditures  for  the  purchase  of  gold' had  silver,  wliich 
remained  in  the  count ry  and  covild  not  he -put  inno  epedulative  circula-. 

tion.  ;■ 

The  government  showed  concern  for  the  workers  aiid  employees  Vu.0 

had  only  small  amounts  of  gold  and .  silver .  If  they  needed  to  sell 
these  valuablesy  Poopls's  Bank  establishments, ^upondertificat ion ^ from 
their  trade  union,  par  chased. 1:heir  gold  and  silver  at  ■preferential, 

higher  prices-!^  '  ^  -  -  I  '  v;'- 

The  policy  In  the  countryside  \raB  also  to  leave  ■  the  sil-rer 
temporarily  in  the  hands  of  the  landlords,  so  that .the"  official  pur- 
chase  price  there  was  also  set  at  a  low  j.evdl«  And  from  the  peasanys, 
who  had  received  goM "dud  silver  , during  the  movement'  for  reducing 
rentals,  ■  the  government' bought  'ap  gold  and-silver  at  special-,  prefer¬ 
ential  prices i 


and  the  w*  - — - — - -  -  7,  j  n 

llshed  prices  -on  'gold  and'  ei7yver  in:  confor|nity  witu  the  inuernaticnai 
and  domestic  Situat  ion  o'  pTUrieg  -this,  period  it  bought  Up  large  amours 
of  valuable  metals  from  the  populatipao  Since,  the  siumaer  of  ‘1950;  “b® 
gold  price' set  by  the  People  %  Bank  of  Sj^aa  has  n-ot  been  less  ths,n 
the  price  on  hhe  wo.r Id  capitalist  maxketo  ■  -  -. 

,,e.'  '  Snplementation  Of'a  .policy,  to  encourage  mining  Of 'valuable 
metals . ;  'Different  pinrchdUs  prices  were  ;U3ei  depending  bn  the  gold 
mining  cohditlonB>  the'pefcsnta^  j^^e,  gold > content,  and  degree, 
of  mechanidatioa  of  the  miniag  ■prbceegeso  .  Under  certain  conditions,.  . 
a  higher  price  was  ^Id  fem’ ’gold,  orb  ,than;  for  loos'e- gold^^-^a^^  to  . 

stimulate  mining^' '  ...  ^  ,  '  '  '' :1',.  ' 

f . .  Sa-bisf action  by  the  state  .of ,  normal  requiremenns  'for  go.(-a  . 
and  silver  for  '  industrial!  ahd ■  'medical;  purposesi-  Sale  by  the'  People’s 
Bank  of  gold  and  silver  to  be  used  as  raw  materials  for  industrial 
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and  medical  purposes  vas  permitted  in  accordance  witH  orders  included 
in  the  plan*  A  prlhciple  of  eqohoi^.i  Was  fOllowect  in  respect  to  con-  • 
Burner  demand  for  gold,'  articles  and  ornaments.  But  in  4oing  this .the 
customs  of  the  national  minorities  and  demands- from  families  of  Chi¬ 
nese  emigrants  were  considered,  .  = 

g ,  , Presentation’  Of a  speciai  certificate  giyi;®,  ,tbe  right  to 
transport  gold  and  stiver  across  the  hordef^'  and  also  within -the  coun¬ 
try,  with.. the  purpose  of  Combating  contraband  and  speculation,  -  •  ■ 
ho  Concentration  in  the  People’s  Bank  of  aii  operations  re¬ 
lating  to  trade,  in  gold  and  silver,  buying’ up  gold’ anc(  silver  from' -  ^ 
the  population,  and  gji?anting  of  permission  for  acquiring  gold  and  ' 
silver  as  raw  materials  for  industrial; and  medical  purposes,  -Obli-  ■ 
gatory  delivery  a?  retention  in  the.  People’s  Bank  of  gold,  aad  silver 
in  the  hands  of  state  organizations ,  ,  .  ■ 

All  the  decree  controlling  operations  in  gold ’and  silver  .i '  - 
which  were  published *by  the  people's  governments  of  the  different,  re¬ 
gions  were  based  on  the  above  listed- principles,,  which  were  ,  later,  er.-  ; 
pressed  specificaliy  in  Article  39  pf  the.  General  Program,  ■-  v;:''-  '  ■.  ■■  ■ 
The  People’s ’  Government  ’s  4ecisivevpGlic;?-;'  Biippor’ted  by  the 
broad  masses  of  people ji  ended  speculation  in  gold  and  silver  and  pro¬ 
moted  their  withdrawal  from  circulation  and  an  end  to  the  computation 
of  prices  in  gold  and  silver. 

The  gold  and  silver  former3.y  scattered  in  the  hands  of  the  popu¬ 
lation  was  concentrated  in  the  People’s  Bank  and  began  to  be  used  as 
an  important  currency  reserve.  The  mining  of  gold  and  silver  was  en¬ 
couraged  ana  normal  requirements  for  these  metals  were  met. 

It  should  be  said,  however,  that  despite  the  effectiveness  of 
the  measures  implenKnted,  further  efforts  directed  toward  increasing 
the  mining  of  gold  and  silver,  economising  in  the  consumption  of  gold 
and  silver,  and  realizing  strict  control  over  transactions  in  valuable 
metals  were  necessary. 

During  the  period  from  December  1948  to  September  1949^  i»e*# 
up  to  the  formation  of  the  Central  People's  Government,  prices  on 
gold  and  silver  and  the  general  market  situation  for  these  metals 
differed  in  the  different  liberated  regions.  Therefore,  there  were 
some  differences  in  the  decrees  published  by  the  people’s  governments 
of  the  different  regions  and  the  military-control  committees  in  large 
cities  on  the  annulment  of  the  Kuomintang  paper  money;  the  prohibition 
of  the  circulation  of  foreign  currency,  gold  and  silver;  trade  in 
these;  and  computation  of  prices  in  them. 

But  they  were  based  on  the  above  basic  principles.  Thus  cur 
government’s  policy  tovrard  gold  and  silver  was  uniform  throughout  the 
whole  country. 

As  the  result  of  centralizing  the  issue  of  currency,  withdrawing 
the  Kuomintang  money  from  circulation,  discontinuing  the  circulation 
of  foreign  currency,  gold  and  silver  and  the  computation  of  prices  in 
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these  media,  aiad  prohibiting  free  trade  in  gold  and  silver,  an  inde¬ 
pendent  monetary  system  with  a  single  currency,  the  people's;  y'^an^ 
was  gradually  createdo 

This  was  a  great  victory  by  the  People’s  Government  on  the 
financial  front  in  the  struggle  against  Imperialism,  feudalism  and 
bureaucratic  capital,  a  victory  creating  the  necessary  prereq,uis it es 
for  planning  the  circulation  of  money  on  the  basis  of  organized  com¬ 
modity  circulation 0 

A  short  period,  less  than  a,  year,  was  a  period  of  fundamental 
transformation  for  our  society <,  Using  the  words  of  Marx,  20  years 
were  concentrated  in  one  day* 

It  was  necessary  to  solve  the  rmiltitude  of  very  Important  prob 
lems  facing  our  government  with  great  boldness  and  knowxedgep 

The  facts  show  that  the  Chinese  people,  under  the  leadership 
of  their  Cominunist  Party,  are  in  a  position  to  complete  this  hisuor^cal 
mission  brilliantilyo 

The  work  which  has  begun  could  not  be  completed  within  the  short 
period  of  time  which  h&s  been  indicated*  It  will  re^udre  constant  a’o- 
tentlon  dviring  the  whole  period  of  socialist  Construction  in  our  coun¬ 
try. 


-  28  - 


Chapter  2 

'  -Il&e 'Circuj^tloa:  of  M 

' -  of  jRecOnstructi^^  the,  Mational  ' 

Pecul-iartties  in  :the  Dey^iLopaent  of  the  EatiOnai  Econctt'’ 

D’irihg  the*  ■  Pirst'  Stage  of  Cocetruct ioh  of  tKe .  ^pyef hment ' 

,  On  1  0ttoher  ';1949j: 'in  :the  capAtal  of  the  .n,3v7  Chin  ■ 

fro3  the  platfora  in  2lle3'-sn~KS2  Square^.  Chairasa  Mao 
noihced  to  the  voyld;,  in  the  naae  of  all  the  Chinese 'peot^  the  forma- 
tioh  of  the  People's  Republic  of  Chiimo.  Sictr  the ’tltie  pf  ’ oppression 
and  slavery  was' in-' the -past  for  the  Chinese  people ; and  would; ^ 
turho'  h- 1.. .  \ 

,  After  the  v'lctoi'y  Of  the  Greet  October  Socialist  Revolution  in 
RusSia  and  the  annihilation  of  Eitlerisnij,  the’  yiptory'  of  the'  Chinese 
revoXutiott'was' the  greatest  event  in  his.tory  far  ail  pro^essive  raan- 

"In  an  econonlc  and  fij^ancial  respect  ouy  country  was^  in  this 
period  i,  at  a  great 'historical  turning  point.  It 'was:  characterized  by 
the  ,'‘transforcB.tion.»  on  a  state-wide  scale of  a  s eto -colonial,  seai- 
f eudal  econoaiy  'info*  an  independent  >natlonal-de:iiocfatlc  '  e-conoay,  and 
by  a  cliange  froia 'backwardneag.  to  progress,  from  poof  :'to' better  living 
conditions «"  (A  report  by  .Ch'en  lung -ya  at  the.  sscOnd  meeting  of  the 
■first  session  of  the  National  Committee: of  the  Pepple's  Political  Con¬ 
sultative  Council  Of  China,  15,.  June^, 19.509  -''Cin  .the’  country's  economic 
situation,  on- the-  f fegulutSng  .of  industry  and' trade,  and"’  on  regulating 
taxation,”  in  the  collection  "Economic  succasses  of  the  People's  Re¬ 
public  of  China  ■1949-1953,"  translated  from  the  Chlne-se,  Izdatel'stvo 
inostrannpy  literatury,  .195.^# ; P;  65).  1  ,,  .  .  .  '  . 

A  new  period  began  -'inj  our  ..countey's;  historj'-',  the  period  -of’ 

.  transitioh  from  capitalism- to  social3,9;aj...  .  ' 

The  long  interhecizie  wars  ;:  0^ , the  jBilinary.  cliques,  the?  March 
to  the  North,  the  ■.agraidLaa  rsYolution^  and  f  he'  dfa;?®  .out  anti-Japanese 
war  and  third  civil  i^voaut ion  .■d'lnring  - 3.937 'd.,g4 9  s.eriously' damaged  our 
cOUntry-s  national.  econom3/o  'Although  oroduqtid'h  was  pcirtiaily  fe- 
'stofed  in -individual  o.lder  liberated  .K-gions';,  and  in  some' of  them, 
for  -  exampie,  in  the:  Northeast,  -it  had  .eye.n,' b'egun'  to  expdnd)'  throughout 
the  country  'as  a  tfhole  produotion  'waS;;  lower.,  tlian  hiefbre- the  anti - 
Japanese  Ti?ar.  :-A&ricul:>.ural  output  in,.19^9 'W'K®  Ph.ly..abO'at  75  percent 
of  .  the  prewar  levelo  She  eihiatio.n  in  industry, wUs  'even  worse,  '  Taking 
.  the  producticm  of  the  most  important  tJ'Pbs  industrial  pfodu-cts 
during  the 'record  prewar  ysar.:  :Us-,100,  - iD,  ,1949' Pig  ..itoa  had 

■  fallen  to  10.9,  -steel  to,  15c8,.,'Coal  tp  44 e’5,,  and.  'cotton'  yarn  and-  fab¬ 
ric  to  72.5  value  ctf  the output  by  .modern ’.'.indua try  1^9  com¬ 
prised  only  17  percent  of  the  ..value;  of  total 'gross  na¬ 

tional  economy. 
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Economic  ties  and  trade  relations  between  city  and  country  and 
between  the  different  regions  were  also  seriously  disrupted. 

Despite  the  fact  that  in  the  liberated  regions  production  was 
being  actively  restored,  means  of  communication  were  being  steadily 
developed,  commodity  turnover  between  cities  and  country  was  being 
expanded,  assistance  was  being  given  to  the  destitute  population, 
and  a  definite  economic  upsurge  was  being  achieved,  the  condition 
of  the  national  economy  of  the  country  as  a  whole  was  extremely 
serious , 

In  respect  to  the  circulation  of  money  during  the  initial 
period  of  existence  of  People's  C'hj;_T3a,  it  must  be  noted  that  although 
the  basis  for  an  independent  unified  monetary  system  had  been  created, 
devastation  in  the  economy  and  in  finances  caused  by  the  long  rule  of 
the  Chiang  Kai-shek  clique,  and  the  liberation  war  extending  over  a 
huge  part  of  the  country *s  territory  and  not  yet  fully  ended  dui'ing 
the  first  period  after  the  formtlon  of  the  People -s  Republic  of  China 
and  requiring  great  amounts  of  funds,  aLl  naturally  compelled  the 
issuance  of  money  on  a  considerable  scale ,  Under  these  conditions, 
daring  the  first  period  after  formation  of  the  People's  Republic  of 
China  prices  continued  to  rise,  and  the  market  was  not  yet  stabilized. 
This  hindered  the  restoration  and  development  of  production. 

It  should  also  be  kept  in  mind  that  in  19^9  a  great  natural 
disaster  occurred  in  the  country  --  flooding.  It  was  especially 
catastrophic  in  northern  Anhwei  and  Kiangsu  provinces,  and  in  Shan¬ 
tung,  Hopeh  and  P^in-yuan  provinces,  A  total  of  121,560,000  sma 
(1  mu  —  1/15  hectare)  of  land  and  40  million  peasants  suffered  from 
the  natural  disaster  to  some  degree.  Seven  million  peasants  were  ,ta 
especially  severe  need  of  assistance,  Tte  government  allocated 
1,532,000^,000  chin  {1  chin  —  500  grama)  of  grain  for  assistance  to 
destitute  peasants.  All  this  could  not  but  aggravate  the  financial 
and  economic  situation  of  the  young  government. 

It  is  also  necessary  tp  point  out  certain  favorable  conditions 
for  the  development  of  o\ir  econony  created  during  that  period.  After 
the  declaration  of  the  People *s  Republic  of  China,  all  plants,  m?,nes, 
railroads  and  banks  belonging  formerly  to  bureaucratic  capital  became 
the  property  of  the  people's -democratic  government,  ThJ.s  becaiue  the 
foundation  for  the  formation  of  the  state  sector  of  the  economy,  so¬ 
cialist  in  nature.  The  number  of  nationalized  enterprises  was  rela¬ 
tively  small,  but  these  were  modern  enterprises  with  a  high  degree  of 
production  concentration.  In  this  way  the  material  basis  for  social¬ 
ist  construction  and  the  socialist  transformation  in  our  country's 
national  econosy  was  laid  down , 

According  to  thv=j  Agjreement  on  friendship,  Alliance  and  Mutxial 
Assistance  concluded  with  the  Soviet  Union,  we  obtained  credit  from 
the  USSR,  under  especially  preferential  conditions  with  a  low  interest 
rate,  amounting  to  300  million  American  dollars;  this  was  of  great  as¬ 
sistance  to  us  in  restoring  the  national  economy. 
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Even  In  a  movemeiit  for  land ,  ref orm  had  .begun  in  the  dif¬ 
ferent  liberated  regions  o'  i^niriaan  Jfep  Tse-tUhgl 
the  third'  Plenun  of  the  Cen1:ral  Commltt&e  •  ef  the  Chinese'  CoBJniunist'' 
Party  on' 6'  June-  i95'Oy  -''To  'achieve  a  major  breairtfirbagH  in ;t^^  ’ 

try's  financial  and  economic  aituatioh>''  stateS'ipn6sbB  "of  this  that' ^ 
"in  all  the  older  liberated  regions  (with  a  popv’.lation  of  approxi¬ 
mately  160  million)  agrarian  reforms  had  already  been  completed^  pub¬ 
lic  order  had  been  restored,  economic  construction,. had  begun  to  , pre¬ 
cede' normally,  the'  life  of'mbst  of '  the-'werkers' iiad  ’imprb  and  un¬ 
employment .  among  the  workers  end  intelligentsia  had  beep  eltJ^iinated 
(in  the .  Northeast )  or  almost  eliminated  (in  Nbrth-CMna  and  Shantung)  • 
The  Northeast,  where  piAnned  economic  Construction' 'had.alreacly.begun, 
shouj.d  be  especiallj.^  pointed  out  o“  '  (Cbl'lectlon  "Scoiiomic  successes 
of  the  Peop?.e's  Republic  of  China  19^-9 “2.953, "  ,p  2.6)'  ;  ■■ 

In  Northeast  China  the  reconstruction  of  the  economy' progressad 
at  comparatively  high  rates c  This  was  because  this  region  was  more 
industrialiy’ developed  and  was’  liberated. ahead  Of  many  other  terrl-; 
toriesa  In  1949,  35  ,ipercent  of  the  total 'ya.lue  of  industrial  and  ag- 
ricu-lturai  output'  In  .  the  country  was  produced  in 'Northeast  China,  .and 
in  1950,  43  percent o  In  I95O  production  of  "state , industry  in  the 
Northeast  was  95  p»ercent  greeter  tha.n  in'  1949,  .and  agricultural-pro-- 
duction  was  37  P''^^cent  higher  g  Private ,  Industry  and  trade  also  de- 
ve  loped  in  the  N or theast ,  '  In  Shen  -j'v.ng  •  (Mukden ) ,  f or e.xanipie ,  the 
number  of  indastrial  eiiterpriaeS  increased  by  22  percent  during  19^9 
and  the  number  of  workers  and  emplt^^ees  increased  by  -18  percent 
^he  rapid  reconstruct idh  and  deveidpmeht  of  industrial  and  agricul-  '■ 
tural  production  in  Northeast  China  was  a  povv*erfur  support  to  the  re¬ 
construction  of  pr-xiUction.  in  the  country',  as  a  whole,  '  All  of  these 
were  favorable  factors  0 

Eowever,  during  that  period  the  agrarian  question  "Was  not  yet 
6ett3.ed;  the  riff-raff  of  bandit  bands  and  spies  were  hot  yeb  ellmi.-  ' 
nated  in  the  extensive,  recently- 'libera’ted  territories.  The  problem 
of  reconstructing  ihdus'bry  and  trade,  'donhected  with  the  development 
of  the  state  sector  of  the  econo:^,  with  stab? ilizat ion  of  the  c,uj> 
rency,  and  elimination  of  the  contradictionG  of  a" capi-talist  economy 
in  new  China,  was "not  yet  rat idnally’ solved Unemployment  caused  " 
serious  difficult  ies;  public  order  was '-'not  fully  normalized-.  The 
national  economy,  having  ■dridergone  considerable  disrup-cion  d'uring  the 
war,  needed  fapiid  reconstruction  i  .ih' this  E.ituation  we  did  not -yet 
have,  on  the  whole, 'the  conditions  for'  reali-iug', planned  economic 
construction'.  ■  ■  '-'  :h:  . ' 

.Chairman  %o  -Tse  -t-ung  'said ;  "To  achieve  a  major  brea'kthrough, 
three  .conditions  are  nacesSaryl 'namely :  1)  completion  'of  the  agrarian 
reforms,  ^)  regulation ' of  the  situation; in  industry  and  trade,  3)  a 
s'aarp  reduction  in  expendlt'ores  foi’ .icaint'aining  the  sta'be  apparatus  i  - 
Considerable  'time  ; is  'required; "for  re’a,liz’ii^  these  hhree  conditions , 
approximately  three  years, .and  perhaps 'even  a  little  more,"  (Gollec-- 
tion  "Economic  successes'  of  the -People 's  Re:^b^^^^  -China  1949-1953#“ 
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pp  16-17)  Comrade  Mao  Tse-tung  called  oa  all  Commnists  aad  all  the 
people  to  fight  eaergetically  for  the  estabiishmeat  of  these  coadi- 
tioas.  This  appeal  deter jained  the  general  line  of  our  work  during  the 
period  of  reconstructing  the  national  economy. 

II 


The  Fight  to  Eliminate  Inflation  and  Stabilize  the  Circulation  of  Money 

During  the  first  period  after  the  creation  of  the  People's  Re¬ 
public  of  China  the  influence  aC  a  long  period  of  inflation o  inherited 
from  old  China j,  still  continued  to  be  felt^  all  the  more  since  the 
budget  deficit* was  partially  mat  by  issuing_ money.  Therefore,  prices 
continued  to  rise.  Taking  the  level  of  wlioiesame  prices  in  the^  coun¬ 
try's  biggest  city,  Shanghai,  in  September  19^9  aa  100,  in  Marcn  1950 
the  price  index  had  increased  to  83I,  i.e,,  during  half  a  year  ifc 
more  than  8  times.  Such  a  situation  had  an  extremely  unfavorab-ie  ef¬ 
fect  on  the  circulation  of  money  and  the  country's  national  economy. 

The  lack  of  price  stability  hindered  the  normal  development  of 
the  functions  of  moueyj  the  sphere  of  the  circuls.tion  of  money  narrowed. 
Money  almost  never  reached  the  country,  and  direct  barker  was  prac¬ 
ticed  rather  widely  there.  According  to  data  from  an  investigation 
conducted  by  the  Shantung  Division  of  the  People's  Bank  of  China  in 
the  spring  of  195  0,  there  were  mainl;'-  three  forms  of  trade  in  the^ 
county  center  of  T'ai-an;  1,  direct  barter,  2,  according  no  prices 
based  on  the  value  of  wheat  or  corn  (i,e,,  the  payment  In  money  was 
nade  in  amounts  equivalent  to  the  market  prices  of  wheat  or  corn  at 
the  given  time),  3«  1"^  money.  The  last  foi’m  of  trade  occurred  mainly 

between  state  and  cooperative  organisations  on  the  one  hand,  and  rela¬ 
tively  large  private  trade  enterprises  on  the  other  hand.  Each  of  the 
first  two  types  of  trade  accounted  for  approximately  40  percent  of  the 
total  town  market  commodity  turnover,  and  trade  in  money  accounted  for 
about  20  percent. 

In  the  rural  narkets  of  T'ai-an  County,  direct  barter  was  even 
more  developed  and  here  also  the  value  of  goods  was  ccmputed  in  terms 
of  grain  products.  In  setting  out  to  make  purchases  in  the  market  the 
peasant  usually  carried  on  his  back  a  sack  of  grain  weighing  3-5  chin, 
hut  even  some  tens  or  hundreds  of  chin.  School  chl3.dren  exchanged  eggs 
for  pencils  and  paper.  When  the  ch’cus  tx^aape  appeared  at  the  mrket 
in  the  summei’,  the  price  of  a  ticket  was  first  set  at  5^0  yi^an  (old, 
pre-reform  money)  bvit  the  audience  was  very  small.  This  was  not  be¬ 
cause  the  peasants  were  not  interested  in  the  circus,  but  because  obey 
had  no  money.  After,  at  the  peasants-  proposal,  the  price  was  set  at 
2  eggs,  the  audience  increased  sharply. 

In  the  cities,  to  ensure  a  stable  standard  of  living  for  the 
workers  and  employees  under  the  conditions  of  rising  prices,  the  go^rera- 
ment  computed  wages  on  the  basis  of  the  price  of  millet  or  rice,  and 
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later  on  a  "cqnanodity  unit"  was  .taken  as  a  jneasuro.j..  tMs  included,  a 
certain  .selection  of  nepessary, goods,.'':  For VtHW^^  reasons 

the  PeoP:le Is  Bank;  Intrcxiuced ,  a.  system  of  "equivalent'  ,defokit^ , 'credits 
of  mat erials  , guaranteeing. deposits.  All  tl^sp.'sHSn.Omefe 
the  serious  limitation  of  the  functions  of  the  .fedpleisl  ?ioney,,,  tie  j 
min  pi. -.v  ^  ^ ^  ;  '■  ,  ■  | l'’:  ?i. 

r- ;A  certain/amount  Of.. money  .fitting  at  thdt  period:  into.'  the  c  cun-  ^ 
try  in  .the,  fcrm.of  ..^djget  apprc^iatiosB  or.  far.cd^diijy^^'^  ; 

very  qiiickly  returned  tp  the  city  egain."  Money  .cir.piiiat'in^^  small 
and  medium-sized  cities ...steadils''  fldwsd  toward  the  big  lhus_,;  ' 

the  basic  mass  of  the-  money  was  concentrated  in  thf.  citl^^ 
the  large  cities, 0  ..The  sphsrp  of  the  ,circv^ati6h'''of , money  V'as 

llmitoder  V-  .  ".1^: 

The  gr.eat  amounts  of  money  which  went  into.circ\vlation  'ah  ‘  ■ 

in  the  cities  and  as  budget  expenditures  and  state  ^UrdhasOs  partia 
returned,  to .  the  People a  Bank  through  the  state '  trade ;  network  and  the 
financial  system^  jHcwever^,  the  amouat  .'of  .  state  funds'  paid  out  con¬ 
siderably- exceeded  the  amount  which  feturtia.d.  to.ths' People’s  Bank. 
Moreover,-  money  from  the  'country  flowed,  into  circu'i.atJ.bno''  As  a  re-  ' 
suit,  ‘  the  amount  of  money  In  circulation  in  -the  dities  r'ose  Bhai'’ply« 
Under  the  conditions  of  the  growth  In  prices'^ the  .population  tried  to 
rid  themselves  of,  cash  as  soon  as.  possible  and  the  ve.loci'tj.f  of  the 
circulation  of  .money  was  very: 'hlgho  .Accordlhg  tb  data|,df' tto  Central 
Division  of  the.jPeQple's  Bank  in.  4-’j.rch'''’ing, '  lip' Pebrua^^y  1970  money  ,  . 
circulating  in  this  region,  amounted  to  approximately:  800  million  saian,  , ; 
and  the  volume  of  market  turnover  in  cash  reached  19,  bixiioh  yuan. 
Consequently,  ■  during:  the  month  the  money  'ohanged,  }iknds|l7o5  times,  ' 
ioCa-)  -an  average  „of  once  in  less  than  two.daysa.  large  cities  the 
velocity  of  circulation  was.  even  greater o,  •  .  V'l' ,  ‘ 

The  rate  of  interest  on  loans. was,  very  hi^  in  the  cities.  On 
the  private  market  in  Shanghai  the  rate  for  credit,  was  ,iisually  over  ^ 
hO- percent  a  months  and  8omet.i.me,s .  as  high  as' 200  percent  o  ' 

Such  a  situation  hindered  the  fapld  reconstruction  of  the  na¬ 
tional  economy.  The  s^re  of  the  ..s’^te' and  . cooperative .  sectors  was 
then  stiil  smallo  ;To  reconstruct,  the  national  economy  it  was. extremely y 
important  to  develop  private..indu!3try  and  'trade  -in ‘the, right  direction 
and  to  activate  the  activity,  of  ,the  .small,  pcaiucers. 

Meanwhile jr  t}:^  free  development  of  trade,  was  imposaibie  without  , 
a  stable  ,  currencyp.  ,The,  extensive  .practice  of  barter;:,complicate.d  the 
development  of .  tJie  rural,  economy  even  more.  '  The  profitable  exchange:  '  " 
of  grain  ,  and  industrial  i^W;  jrateria'ls'  f.pr,  needed  prOduder  and,  consumer 
goods  entailed  great .  difficuities  for  the'  peasant  a  o''  This  hai  a  nega-  '' 
tive  effect  on -supplying  the  cities  with  food  and  industrial  'raw  ma-  ■ 
terials  and  also  bn  the  sale'  .of  industr^^^^^ 

The  high  rate,  of 'interest  on  : loans  on  the'  market, ■the' weak 'de¬ 
velopment,  of  bank  crediting.,  -and  the',  high  speculative,  profits  of  prl-  ' 
vate  traders  greatly  hindered''  the  retiurn  of.f^iyate;  industry  and  trade 
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to  noroial  and  created  serious  difficulties  for  cottage  product 
The  unstable  prices  promoted  the  development  of  speculative  opera-, 
tions  by  private  traderso  The  financial  operations  of  the  capitalist 
sector  concealed^  to  a  considerable  degree^  the  speculative  transac¬ 
tions  of  the  capitalist  industrial  enterprises,,  ' 

Many  priva*fce  banks  and  banking  offices  accunrulated  cpianiodily 
stocks  themselves  for  the  purpose  of  speculation..  Private  plant  owners 
frequently  discontinued  production  and  switched  over  to  specu2aclon 
in  goods.  All  this  led  to  the  fact  tMt  a  fictitious  abundance  of ^ 
goods  was  formed  on  the  city  market^  and  a  great ^voliune  of  commodi^ 
turnover  was  composed mainly  of  resa3.e  among  tradsr-speculatorsa  The 
circulation  of  bank  checks  was  widespread^  the  velocity  of  turnover 
of  priva'l;e  deposits  was  high,,  and  the  number  of  promissory  notes  not 
backed  by  commodity  transactions  was  very  high.  These  pnenomena  re¬ 
flected  the  speculative  nature  of  trade .  _ 

In  respect  to  wiiges^  althou^  the  state  enterprises  ^ and  organisa¬ 
tions  computed  them  in  commodity  units^,  they  were  sti,ll  paid  in  monp. 
However  short  the  period  that  the  money  was  in  the  ha.nds  of  the  workers 
and  employees,  and  no  matter  how  promptly  the  Psop-^e'S  Bank  oxgani^ed 
"equivalent  savings  deposits^,"  the  workers  and  empj.cy3.s3  unavordab.-y 
incurred  losses  due  to  the  grorth  in  prices.  At  the  si^ne  time^  on  pay¬ 
day  they  hurried  to  convert  their  money  immeais.tely  ..U  jO  re,;,.-  vadues/ 
acquiring  goods  for  wh.lch  they  had  no  immediate  need  or  even  no  need 
at  alio  Not  on.ly  did  this  ceiise  their  families  to  under  go  ^deprive* - 
tions  j  it  also  caused  scattering  and  waste  of  suate  co.i!]modi‘jy  resex'ves 
and  increased  tension  in  supplying  the  markei:  with  goods  0 

The  unfavorable  situation  in  the  sphere  of  the  circulation  of 
money  also  hindered  the  strengthening  of  the  buaget  system  ana  whe  in¬ 
creasing  of  economic  accountability  in  state  enterprises  and  negatj.yely 
affected  production  and  commodity  tuiuiover  in  the  s'cate  sector  01  the 
econoiiy  and  the  development  of  credit  operations  by  the  People’s  Bank, 

Halting  inflation  and  strengthening  the  clccul-atlon  of  money  were 
immediate  tasks  in  this  period.  There  was  a  question  as  to  whether  the 
recently  established  people’s  government  could  accomplish  these  im¬ 
portant  tasks.  The  imperialists  were  firmly  convinced  that  the  people’s 
government  would  not  be  able  to  resolve  these  tasks. 

The  bombardment  of  Shanghai  by  the  American -Chian g  Kai-shek 
clique  in  February  3-960  complicated  the  situation  fuz-ther,  .  But  no 
difficulties  could  frighten  us.  Led, by  -lie  Chinese  Communist  Party 5 
the  democratic  dictatorship  of  the  people  revealed  their  great  vital 
force.  Gross  industrial  and  agricultural  output  in  1950  increased 
by  21,8  percent  over  19^-‘9;  Ijcluding  an  increase  of  more  than  40  per¬ 
cent  in  output  of  E05.ern  industry^  aizd  an  Increase  of  approximately 
18  percent  in  outFdt  of  subsidliry  agricizlture ,  The  rapid  growth^  in 
industrial  and  agricultural  production  created  a  reliable  material 
base  for  halting  inflation  and  for  stabilizing  the  circulation  of 
money-  and  balancing  the  budget  and  discontinuing  the  xssuance  of 
money^to  cover  the  budget  deficit  provided  a  real  basis  for  this. 


The  Central^ BeopJ-e’e  -OovernmeBt  frcan. the.'ivery  beginPiPS- Save: 
special."  attePtlon  tO:;,the  :.ques1tion,  of;  haltlpg  Infiatioa;'  aHa,  acviyely- 
preparing  the  conditlorjs  for  stabilizing  currency  : and'- prices  y ■  The  ,  ■ 
prerequisites.,  for  this,  were , created:  first,  .of.'  all ; as  ;tho'  result 
rapid  restbratiom  of  lagriculbiiral,  and  industrial,  prodUtC'tion^  .trs.psr: 
portatiOB:  and' ccromunicatioas;  the  regulatiop  of  . state  revenues,  and  . 
the  reduction  , of  "expenditures 4  the  .organization,  of  .  the  activity  -of  : 
state  trade  andv  Of  rthesPe.ople'S  the;  shattering; blow  , agair#^  ,^:.. 

speculation j  and  the.  e.stabllshBient  of  strict  control  oyer- dtpestic 
and  fcreignv trades"  ^  ^'-v  ..c^; .  'w-;-'.,::: 

.¥ith:the  purpose,  of,  eliiainating  inflationary  ^phen^^Pi •  PPi : 
gro'y^th  in  prices  j  the  Sta  te  .AdEinis  tretive  Council -on  ,3  ^^vch  1950  .  .  ., 

paBsedv-the;=':"Decras  on.  the  Central'iafPion  of  pinancial'”Epoapinic  Wprke' 
This  decree  stated  that  as  the  resixlt  of  12  yea.rs  bf/war;  and,  inflation 
the  life  .of  the-  people ,  had  ;becOMe..:e?rfcreiaely  difficult r.-  , ,  It  was  .neces 
sary  to  exert  every  effort  to  halt  the  moretary . inf lation .  .  Savings.  ,, 
in  budget  expenditures  and  regalaticn  :  of  budget  re'/enues;^  centralised 
management  of  state  budget  reyenueSi  and.  expe'od'itur es  j,,  and  other  ap-, 
propriate  measures;  are  keys  tp,;thia»  .The  decree' prp''/idod  f  'fche  Im¬ 
plementation  of 'the  folXaring  measures'  ■fco.accompliBh  the  .tasks:. 

1*  :i  .Centraliaation;,  of  financial  work  on  a;  coxui'try--wtde  .scale-, 
balancing  budget  reyeuues  and  expenditures.-  -  For  this^tt,  was  -first  -; 
necessary  to- ben'br-alise  state  revenues  and-  expenditures^  especially  . 
revenueso  Receipta  from  obligator'y  foc^  deliveries -of  grain  (with  . 
the  exception  of  e4ditional  locsl  ^receipts  );,  and.  tax -receipts-  (except,  - 
permitted  receipts  of  local  .-  taxes:)  were  -  subject .  to-.-centralized  regu-., 
lation  and  use  by  the -.Ministry  of  .Finances.  ,  fo,  save  on  expenditiuros, 
strict  determination: and  regulation  of  expcndl^tures .  by .  mii.ifuary  and  , 
adm'j.nistratiye  -admin'istratiops,  the;  intro.auotio,n:  .of  an  economy  regime, 
and  a  fight  against  sqiuipcioring  , and;,  bribery  .were  pro^Lded  for.  .Cen¬ 
tralized  "accvTunting  of  ph;;.-Bica'l-asae-ts  in  the  c.qunt-ry^s  warehouses,  in. 
the  aims  of  uniform  regulation,  rational  :vuse,  .decreasing  state  ex¬ 
penditures  .  and'  f  educing  orders:,  placed  abroado  ■  Regula-ting  and ;  strength¬ 
ening  work  in  the  collection  of  taxes.  Balancing  the  state, budget  and 
eliminating 'Such  phenomena  as  -  the ' iesuance  of  money  to  cover  budget 
deficits.-).:'.:;.';: :.  ■  /'•  ,  ■■  -.i 

2*:  Centralization  •■of  s-vate.-trade  on  ,a  country -wide  scale,  and 
also  of -resources  of  matoi'lalSj  -;-.Cent;ralized  management  . of  the  dis?;^  ,  , , 
tributlon  of  materials  and ; -determination,  of  •  the  sphen e :  Pf  activity  of  ; 
the  state  trade  organ.izat.ions  in  the': different,,regionB>  .-This  was  to 
ensure  the"  regulation  of  .supply  and  demand  in,;  t,ho  country,  the  bring- ■ 
Ing  of  order, vinto  for.eign  .trade,.:the.  plan.oed'sa-le  ,of,.goods.,..and  a  flow 


of  money  back  to  the  trcasuryo 


necessity  for  s'trict  observation, . 


of  credit  discipline  by  eco:aomlc  enterprisc-s,  .  the  .barring  of  payments 
indebtedness  by :'trade  organizations.-  .:  State  trade  . money  resources  ,  . 
throughout  the  .country  wei'*e  subiJect-tp  •regulation:  by- the  Gen'tral  Minis - 
try  of  -  Trade .  All  military  organizationa  and  state,  establishments  were 
forbidden  to  engage  in  trading  activity. 
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3.  Centralized  regulatlGn  of  the  circu3,at ion  of  money  o 
People’s  Bank  establishments  became  the  main  organs  for  re^ls-tlng  the 
circulation  of  money  in  the  co^antryo  All  the  cash  of  military  and  ad¬ 
ministrative  establishments  and  public  enterprises,  with  the  exception 
of  the  amounts  necessary  for  current  payments,  had  to  go  to  People's 
Bank  establishments*  It  was  forbidden  to  give  credit  to  private  per¬ 
sons  and  to  place  money  in  private  banking  enterprises#  Violators 
were  subject  to  punishment.  The  People’s  Bank  was  to  organize  addi¬ 
tional  divisions  to  fulfill  the  function  of  treasuries. 

In  order  to  guarantee  funds  necessary  for  expenditures  by  mili¬ 
tary  and  administrative  organs  and  state  enterprises  and  for  capital 
investments  against  depreciation,  short-term,  no-interest  deposits, 
and  for  certain  purposes,  low-interest  deposits  in  terms  oi  commodity 
units,  were  prov5.ded  for. 

Centralized  control  0‘/er  remittances  in  foreign  currency  was 


entrusted  to  the  People’s  Bank,  jt. 

During  the  12 -year  period  of  war  Ccrom  the  beginning  of  the 
anti-Japanese  war  to  1949);  control  in  the  financial  and  economic^field 
was  guided  by  a  centralized  policy  but  was  carried  out  in  a  decentral¬ 
ized  manner.  Because  of  cur  country’s  h’uge  territory,  many  regions  of 
which  were  recently  liberated,  there  ■were  some  difficulties  in  the  cen¬ 
tralization  of  financial  and  economic  control,  especially  for  the  local 
financial  committees.  However,  the  decree  of  the  State  Administrative 
Council  stated  that  "the  proportion  and  conseq.uence8  of  these  difficul¬ 
ties  will  be  incomparabl^r  less  than  those  of  the  difficulties^  which 
could  arise  if  management  of  financial  and  economic  work  in  the  coun¬ 
try  continued  to  he  decentralized,  if  the  disorder  in  the  f,.eld  of 
prices  and  the  circulation  of  money  continraed  to  exist.  Therefore, 
it  is  necessary,  persistently  follovring  uhe  prlncipl.e  of  txie^  par^^s 
being  subject  to  the  whole,  and  the  local  level  subject  to  tne  center, 
to  undergo  some  comnaratlvely  sma^-i  difficulties  in  order  to  avoid 
greater  ones,"  ("Constitution  and  Basic  LegisDative  Acts  of  the 
People’s  Republic  of  China,"  translation  from  the  Chinese,  Izdatel’stvo 

inostrannoy  llteratui’y,  3-955;  P  186)  ^  ... 

At  the  same  tine  the  Central  Committee  of  the  Chinese  Communist 


Party  issued  an  anncrancement,  "On  the  Providing  of  Centralization  in 
Financial  and  Economic  Work,"  which  ca3.1ed  upon  party  committees  at 
all  levels  to  support  in  every  possible  way  the  measures  provided  for 
by  the  State  Administrative  Council’s  decree,  and  upon  a 3.1  Party  mem¬ 
bers  to  show  an  example  by  observing  the  laws.  The  appeal  by  the 
party  and  government  was  warmly  supported  by  all  the  people  and  by 
all  the  party  and  administrative  personnel  and  was  persistently  car¬ 


ried  out,  : 

The  draft  state  budget  for  1950;  a3.though  compiled  in  Decem¬ 
ber  1949,  still  in  wartime,  already  provided  for  the  allocation  of 
funds  for  capital  investments  in  economic  construction  amounting  to 
23,9  percent  of  total  budget  expenditures  through  savings  in  current 


expeiSditu3?es*:  According  to  approxinsations,  bpdg.el;  revenues  during  that 
period  'covered:  cnly  81  *3  percent  of  expenditures ^  Jeav^ihg  :a  deficit  of 
18, 7 '-percent  *  -i.- :  .  .  '  ■  0 -  ' 

■■  The  State  ^Administrative  Council'  issued  a,  directive  dh  '  6  Becea'-  ■  ■ 
her'  19^!-9  on  '  the  issue  of  the  firat  .People ‘s.  Victory  £pah  «  ^The  l^^ 
was'-issued  to  cover  the  hudget  deficit,  but -.its,  issue  wap  jBEde  p 
ble  by  the 'victory,  won  throughput  the  countny*  •  .dhe  competed 

in  coitoOdity  units  .:;(fen)j  .ea,ch  such  unit  included' 6.  Chin;  of  rice  (In  ' 
the ^hontK>  millet lo5  'Chin  of , flcur,' ^'  chilh'of  ^cpttc*  cloth,  atid  ■ 

16  chin  of  coal,  .The-priees  on  these  goods  were,  computed  according; 
to  average  wholesale  prices  in  six  of  the  largest  cities  Shanghai^, 
Tients in,  -Hankowj  Sian,  Canton  and  Chungking  — :  and'  were  ptbliPlied  by  ■ 
the  main  office  of;  the  Eeopie^s  Bank  every  IQ  days;, ;  The  interest  rate 
on  the  loan  was  set  at  5  percent  a  yearo-.  .Payment  of', the  face;  value  of  - 
the  bond  and  of  the  Interest  began  a  year  'after,  is gue  ; of  the,  loan;  the 
whole-  loan  was-  to  be  paldi  off  during  the  coarse  of  fiyc'  yea^^^  ^  ■ 

procedure*  protected  the  Interests  of  tije  bond  holders  on  the  one  hand, 
and  on -the  other,  hand  channeled  free  public  fvihds  Judiciouis^  and  ' 
helped  solve  the  temporary  financial  difficulti.es ,  $ue'h,d  method  of  • 
computation  combined  state  and  private,  interests  during;;a;'period  when  ■■ 
money  did  not  ihave  aistable  iTurehaslng  power,,'  That' is  wh^  this  meas¬ 
ure  was'  supported  : by  the  masses  of  the  people,  and, Subscription  to  the 
loan  ex'eeed  -the  planned  figure*  ,  .•  r  ■  •  .  . 

Tn  addition  to.  ;that  part  of  .the  state  budget  deficit  which  was 
covered  by  the  issue -of  the  loan;v  thei’e  was  still"  a  .deficit  of  approx  i- 
mately  12  percent  which: had  to  be, covered  by  incrsdslng  prodviction^  •  ■ 
saving  on '  expenditiires' and  seeking  out  additional  .financial  resources  »  • 
Otherwise  the  deficit  would ;.bave  unavoida'bly  had  to  be  covered  again;  ■ 
by  further  issuance  of  money,  creating.great  difficuities  in  halting  ' 
Inflation  and  stabilizing  prices,  .  . 

The.  implementation  of  land  reform  in  a  great  part  of  the  older '' 
liberated  regions,  the  movement  .for  the  reduction  of  rent  which  had 
begun  in  the  majority  of  the  newly  liberated  regions;,  the  restoration 
of  agricultviral  production,  and,  finally,,  the  warm  support  shovra  the  ' 
People  ’s  Government  by ; the,  peasant  . masses,  all  led  to  the  fact  that 
deliveries  of  grain  to  the  state  .proceeded  rather  sucOeSsfuilyi 

The  work: of  regulating  tax,  collect ion  in  cities  was  quickly  set 
into  motion;  '.employees , af  state,  establishments  persistently  struggled’' 
to  improve  the  work  and  the  majority  erxces&fully  realized  a  regime  of 
saving'.in  regard,  to  .expenditure,  .,of  .materials  and  wage  funds*  State  - 
enterprises  began  tc  show  ;a  profits 

:Ia  ■  195  Q  Indus  trial .  and  .  agr  icult’oral  output  and '  the '  turno->ref '  of 
commodity,  and  physical :  assess  iraproved^.  considefably  over  19^9a  As  a  ' ' • 
result,  budget  revenues  and  expenditures  in  1950  were'  balanced  on  the 
whole  and:  a  base  was  created  far  strengthening  the.  financial  system  and 
halting  inflation,:  and-, for  ensuring,..^  conformity  betweeh  the  cir¬ 
culation  of  money  and;  the  volume  of  commodity  turiiOver  .  ' 
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The  centralized  system  of  supply  and  distribution  of  resources 
developed  greatlyo  The  Ministry  of  Trade  began  to  realize  centralized 
administration  of  state  trade^  regulating  supply  and  demand  fp  Toasic 
commodities  on  a  country“Wide  scale  in  a  concentrated  and  systemaviic 
manner and  promoting  the  development  of  foreign  trade*  Within  an  ex¬ 
ceptionally  short  period  of  time  over  4,000  wholesale  and  retail  trade 
centers  were  established  throughout  the  country;  one  of  the  chief 
tasks  of  the  wholesale  organizations  was  to  attract  surplus  money  from 
circulation  and  stabilize  wholesale  prices*  The  retail  stores  were  to 
ensure  supplying  of  the  population  with  such  important  gocds  as  grain, 
coal,  cloth,  fat,  salt  and  kerosene.  Along  with  the  development  of 
supply  and  sales  cooperatives,  purchase  and  shipment  of  these  goods 
was  conducted  on  a  wide  scale*  From  January  to  July  195 ^  alone,  a 
great  amou.nt  of  grain  was  shipped  and  75  psrcent  of  alJ.  cotton  cloth 
produced  in  the  ccruntry  was  bought  up* 

Thanks  to  the  policy  impj.emented  by  the  state  in  the  field  of 
price  formation,  the  state  could  start  to  stabilize  market  prices  by 
using  the  great  masses  of  commodities  concentra/oed  in  state  trade* 

Thus  the  creation  of  an  organized  market  was  begun. 

An  important  task  of  the  People ‘s  Bank  do  this  period  was  to 
"attract  deposits,  establish  cash  offices,  and  to  distribute  monetary 
resources  flexibly,"  Specifically,  this  consisted  of  the  following, 

1*  Realisation  of  control  over  cash.  With  the  purpose  of  ac- 
cuaralating  all  money  subject  to  concentration  and  using  it  3.n  a  cen', 
tralized  manner  in  the  interests  of  fulf ill'ing  the  state  national  eco¬ 
nomic  plun,  and  of  successfully  halting  inflation  and  suabilizing  the 
circulation  of  money  for  promoting  the  restoration  of  production,  on 
7  April  1950  the  State  Administrative  Council  published  the  "Decree 
on  Control  over  Cash  of  State  ®stab3.ishnents, "  the  mam  content  of 
which  was  as  follows : 

a.  state  enterprises  and  establishments,  militaiy  units,  and 
cooperative  organizations  were  compelled  to  pay  all  cash  (winh  the^ex^ 
ception  of  the  established  cash  balance)  into  the  People’s  Bank,  which 
became  the  country’s  cash  center; 

b.  all  settlements  between  state  enterprises  and  establishments 
and  military  units  (excluding  small  retail  sales )  had  to  be  handled  by 
clearing  operations  through  the  People -s  Bank®  Cash  could  only  he 
used  for:  wage  payments,  agricultural  purchases,  and  small  payments 

in  cities ; 

c.  the  People’s  Bank  of  China  was  instructed  to  gradually  work 
out  an  over-all  plan  for  receipts  and  expenditures  of  cash,  and  also 
to  organize  the  compilation  of  similar  plans  by  state  enterprises  and 
establisliments,  military  units  and  cooperatives  so  that  cash  turnover 
would  conform  with  the  plan  established  in  advance. 

The  chief  purpose  of  control  over  money  turnover  was  the  achieve 
ment  of  uniform  management  and  centralized  regulation  by  the  People’s 
Bank  of  cash  at  the  disposal  of  the  state  but  dispersed  among  different 
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enterprises;,  establishments,  military-  organ  Nations  aha  cooperatives. 
This  played  an  iirportant  role  in  the' matter  of  tea-tihg  inflation, 
balancing  receipts  end  payments  'of  cash.  However,  the 'importan 
these  measures  was  hot  limited  to  these  points.  -WiSy  created  the  base 
for  the  planned  regulation  of  the  circulation  of  mbney  'a-r^  laid  the  " 
foundation  for  builiiing  h  Socialist  credit  system' in  our  cGunti-T-; 

The  decree  on  obllgatox^  deposit  of  cash  in  the  People's  Baiik- 
by  state  enterprises  and  organizations,  coopei^ti-ves/  and  military-  ■ 
unJ-'ts  created  a  permanent  and  stable  source  of  credit  resources .  The 
esta,blishment  ■  of  reia-tioas  which  were  socialist  in  nature  between  the 


People's  ®ank  and  these  organisations  and  establiehments  promoted  nhe 
fus'ther  develppmant  of  the  People's  Bank's  socialist  activity <> 

With  the  p'rpbse  o--  concentrating  cash  in  its  cash  offices,  the' 
People's  Bank,  Jointly  with  the  departments  -v/h-ich  handled  settlements 
in  cash  on  a  large  scale,  worked  out ‘special  rules  f 03.-  control  over 
cash.  Thus,  on  1  March  3-950  the  Peopile's  Bank  and  the  Central  Md-nis- 
try  of  Trade  issued  the  "Temporary  Rules  for  Contr-b.l  over  the  Cash  of 
the  Central  mhistry  of  Trade,"  on  the 'basis  of  which  "trade  cash  of-  ' 
fices"  were  .created  at  the 'People's  Bank  establish-fflehts.''  The  couit^ry's 
trade  enterprises  dallj^  deposited  their' cash  receipts  in  these  cash 
offices. and  coald  not 'spend 'them  without  permission  from  the  Central 


M^-Blstry  of  Trade.  Trade  enterprises*  receipts  and- payments  were  con¬ 
ducted  in  agreement  with  plans  established  for  them  by  the  Ministry  of 


Trade*'  "  '' 

Under  the  conditions  when 'the  planning  of  commodity  tiu’nover 
was  sti3JL  only  beglnnlag,  and  when  trade  enterprises  had  not  yet  be¬ 
come  completely  economically  accountable  and  were  just  beginning  to 
transfer  from  subordination  to  local  organs  to  subordination  to  a 


single  center,  such  a  procedure  was'  necessary  and  turned  out  to  be  ' 
quite  effective.  It  promoted ' cehtraliaation  of  the  tx*aae  net-wca'k  and  ■ 
the  concentrated  use  Of  commodity  stocks,  and  was  of  great  ^^se  in  the  ' 
matter  of  con-trol ever  cash  and  regulatioti  of  the  circulation  Of  money. 

■  2 «  Development  in  every  possible  way  . of  work  to  attract  de¬ 
posits  by  the  population.  Under  the  conditions  of  inflation  whibh 
prevailed  during  the  firs't  poriod,  the  people,  fearing  further  de-  ' 
preclation  of  the 'money,  tried  to  spend  their  money  ijumediately  for 
physical  assets.  Such  a  sitviation  naturally  increased  the  tension 

in  the  commodity  market.  Therefore,  along  with  the  active  regulation 
of  commodity  resources  in  state  trade,  it  •?rds  necessary  to  fight  against 
the  entrendhed  poSmt  of  view  that  comriodities'were  mere  important  than 
money.  This  was  the  purpose  of  the  Work  to  attract  deposits  by  the 
population. 

■  The  People's  ^oyerniae'nt  was  am'e  that  state  revenues  and  ex¬ 
penditures  would,  be  balanced,  that  inflation  would'  be  halted,  and  that 
prices  would,  be  stabilized.,  But  it;  could  not  immediately  convince  the 
population  of  this.  In  consideration  X)f  the  mood  of  the  masses,  duzlng 
the  period  of  struggle  for  stabilization  of  the  currency  and  for  the 
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restoration  and  development  of  the  basic  functions  of  money,  the^ 
people’s  government  sometimes  used  such  methods  as  the  deposits  in 
commodity  units  and  guaranteed  deposits  put  into  practice  by  the 
People's  Bank,  For  these  deposits,  if  prices  rose,  payments  were 
made  at  the  higher  rate  in  terms  of  commodity  units.  If  prices  fell 
the  whole  amount  of  the  deposit  was  paid,  ise,,  it  was  not  reduced. 

In  this  way  the  interests  of  the  people  were  fully  insured;  this  was 
to  conclusively  disperse  their  fear  of  possible  losses  due  to  rising 
or  falling  prices.  In  addition,  the  bank  Interest  rate  on  deposits, 

2  percent  a  month,  attracted  deposits  from  private  industrialists  and 


traders  extensively. 

The  deve3,opmeat,  in  every  possible  way,  of  money  remittances 
within  the  country  end  the  reduction  of  the  commission  rate  for  re¬ 
mittances  caused  a  growt-h  in  payments  tur’nover  based  on  movements  of 
physical  assets  between  port  cities,  and  at  the  same  time  favored  ohe 
concentration  of  funds  in  the  People's  Bank, 

3,  The  creation  of  treasury  cash  offices.  For  the  purpose  of 
achieving  the.  fastest  possible  centralization  of  state  revenues  and 
expenditures  and  regulation  of  the  circulation  of  money,  the  People's 
Bank,  within  a  short  period,  created  a  network  of  county  bank  estab¬ 
lishments  to  fulfill  the  itinctions  of  treasury  cash  offices.  During 


two  and  one  half  months  alone,  from  the  middle  of  March  to  the  end  of 
tfey  1950,  county  bank  establishments  were  opened  in  1,6.57  counties  and 
were  given  primarily  the  functions  of  state  treastiry  offices  and  trade 
cash  offices.  This  was  to  promote  centralization  of  work  relating  to 
fiscal  execution  of  the  state  budget  and  to  assist  in  the  distribution 


of  state  trade  funds  throughout  the  country. 

To  create  mo5:e  favorable  conditions  in  the  matter  of  free  trans¬ 
fer  of  funds  to  the  center  on  the  accounts  of  the  Ministry  of  Finances, 
Ministry  of  Trade,  and  also  of  government  organizations  and  enterprises, 
the  bank  developed,  in  every  possible  way,  transfer  operatio,ns,  forming, 
at  the  same  time,  stocks  of  money  for  issuing  at  its  branches. 

With  strict  observation  of  the  principle  of  centralized  issue 
in  a  single  state  bank,  the  creation  of  stocks  of  money  for  issuing  in 
cities  ensured  control  over  the  issuance  of  money  inro  circulation. 

These  stocks  could  onl7/-  be  used  with  permission  from  the  People's  Bank 
of  China,  with  strict  observiv.tion  of  the  rales  of  issue. 

When  local  establisliments  of  the  People's  Bank  conducted  money 
transfers,  the  sender  bank  slmultaneoualy  deposited  the  amount  of  the 
transfer  in  cash  in  the  local  stock  of  money  for  issuing,  and  the 
payer  bank,  on  the  basis  of  a  letter  of  advice  concerning  the  transfer, 
was  issued  the  amount  of  the  transfer  from  the  local  stock  of  money 
for  issuing  and  this  vras  paid  to  the  recipient  of  the  funds.  Conduct¬ 
ing  of  transfers  without  observing  this  rule  was  a  violation  of  issue 
discipline.  Such  a  system  ensuced  flexible  distrxbution  of  funds 
tinder  the  conditions  of  centralized  issue  and  played  a  positive  role. 


All  these  measles  provided  the  People's  Back  with  extecsive 
possibilities  iri  the  'brganizatioa  of  'cash 'moDey  turhovet; 
ther  coccentratibn  of  resources o  ■ 

In  April  ,1950  the  hitiiation  in  the  country.  Changed  fui^aaen^^^^ 
The  increase  in  prices  and  lack  of  stability  in  cU5:rehcy  tfhich  had  ' 
prevailed  for  several  yeai’s  were  replaced  by  the  c^pbsit'e  tendencies  0 
Taking  prices  in  Iferch  1950  as  100,'  in  October  195^0  the 'pries 'index  : 
was  about  _^3»  '  "  '  .-.v'.,- 

As  the  result"  Of 'stabtlizing  the  cisrculation  fef  •iaon’ey^'  to^ 
began  gradually  to  fulfill  its  functions  which  had  beeh  disturbad  by 
the  infiationo'  The  sphere  Of  the  circulation  of  toney^'rifhich  had  aar<*. 
rowed  during  the  inflation  period^  ba^n  to  widecj;  'and-  the 'velocity 'Of  ; 
circulation '  fell  to  a  toraHl  level-  ■  {  '  •  =  !  v  . 

The  stabilization  Of  the  circulation  of  Eoney  had-a  ’positi.ve  ef¬ 
fect  on  the  whole  economic  life  of  the  country»  Specifically,  this  .- 
consisted  of  the' following;  ■  -  '  v,-:  :  .:-;  '  - 

a'i  a  smashing  blO-tr  was  delivered  against  the  speculating  b3ur-:^ 
geols  elements,  the  abnormal  development  Of  sarket  'speOiilation  was . ' 
stopped,  the  groiind  was  taken  from  under'  the  feet  of  the  capicalist 
industrial  and  trade  enterprises  which  hid 'been  adcumulatihg .commodity 
stocks  far  speculation,  ■  and  als  6  illegal'-’f inancial  transactions '  'and: 
usui*y  were  ended »'  '  Other  branches'  of  capitalist  a'etivity,  depending  on 
comprainr  and  burea\tcratic  capital|,  aJLso.undervMnt  great  losses.  With 
the  elimination  'cf  .the  conditions  engendering  these 'abiaormal  'phenomena 
favorable  conditions  were  created -for  activity  by  enterprises  in  the 
interests  of  the  people|  ' 

b.  the  •  necessary  prerequisites  for' the  extensive  development 
of  commodity  turnover  between  tenm  and  -country  were  formed;  ■  ■ 

Co  the  stabilization  of  the  circulation  bf-  mOney  and 'the  nor-  :  '- 
malization  of  the  market  promo'fced  a  stabilization,  and  later  an  in¬ 
crease,  in  the  living  standard  of  the  great  mass  of  workers '•  and  em-  . 
pioyessi  Supplying  of  industry  with  raw  material^  and  of  the' market 
with  industrial .  goods  improved  cbnsidefabIy,  which'promoted  strength--. 
ening  '  of  the 'system'  of '  economic  acco'antability  in ‘  'entei’pfiseS;  '  - 

d;  a  favorable  situation  ■kaS'  formsd  for 'the  strengthening  of ^ 
the  financial  system,  the  development  of  credit  operations  by  the 
People's  Bank/  and  an  increased'flow  of  deposits  by  the  population# 

It  is  sufficient '  to  say  that  such -depoe its  in  the  People's  Bank  in¬ 
creased  19  times in  19^0.,  It  was  'especlallf  ' noteworthy  •  that  while  ■  ■' 
currency  ■was  "being  .stabilized  and  the  circuiatlon  of '-mc^iey  strength--  "  ■ 
ened  in  cuf  ;  country,  iunf la tioa' was  d'e-y^^^  and  cdJrrOhcy  was'  de¬ 
preciating  in  the  largest  capitalist  couh’fcfies*  At-the'  end  of  19^9,  ' 

as  is  ’  known,  the 'Sterling  bloc'  couatrles,  headed  by  England,  .devalu-''  - 
ated  their' currencies  by  approximately  3^^  percent.  In  the  US,  prices 
increased;  Tby-mofe  than  lO  pe’fceht  during' the 'first  half  of-  1950'''alMei  • 
l-Jiiy  -was  our  country,  economically- backward^  having  just  ended" 
a  long  war'/ and  having  established  the-'new  people's-  democratic  govern^ 
nent  just  a  half  year  before,  in  a  position  to  halt  inflation  and 
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stabilize  the  currency  while  such  highly  developed^,  industrial  capi¬ 
talist  countries  as  Eag!3^.nd  and  the  US.  which  he:,d  .■finished  "the  wa'r 
more  than  five  years  before^  con'oinued  to  have  inflation? 

The  main  cause  is  in  the  difference  of  principles  behind  -fehe 
social  and  economic  systeras  and  the  nature  of  socie'by*  ih  the  imr 
per jlalist  countries  pz’Od'actiQn  relations  were  fettering  the  develop¬ 
ment  of  their  productive  forces o  ®ae  basic  economic  law  of  modern 
capitalism  is  the  striving  of  monopolistic  capital  to  ensttre  mu-zimum 
profits  for  itse.lfo  InfJAtion  under  capibalism  is  a  very  important 
instrument  for  the  exploibars  to  6Guse.ze  the  Juice  out  d.f  the  workers; 
it  represents  a  type  o:f  tax  which  is  iisually  used  to  cover  ■bhs  deficit 
in  'bhe  capitalist  budget  end  is  a  hea'';y  harden  on  the  shou,l.ae.rs  of  the 
workers^  continually  reducing  thefr  standard  of  livi'ngo 

In  a  socialist  state  the  basic  ecoao.mic  la-^  determining  the  de¬ 
velopment  of  society  is  the  satisfaction  of  the  steadily  grov>;tng  re¬ 
quirements  of  the  people 0  The  stxialist  eeono-my  in  which  this  law  op¬ 
erates  creates  a  solid  base  for  stabilising  currency o 

During  the  new  democratic  revolution  and  the  frh’st  period  of  the 
establishment  of  the  People ^s  Republic  of  China ^  when  ib  was  necessiary 
to  fill  the  requiJE'emantg  of  the  revolutionary  war,,  the  country's  budget 


could  not  be  balanced;  to  cover  the  budget  deficit,  it  was  necessary 
to  issue  money#  EOTevsr,  this  issuance  was  fundamsntalry  diffei'ent 
froK  the  monetary  inflation  in  old  <>r?.na.  The  purpose  of  the  inflation 
carx-ied  out  by  the  mercenary  Chiang  Kai-shek  clique  was  pl'inder  of  the 
people -3  wealth  in  the  interests  of  conducting  the  co’anterrevo3.utionary 
war  for  pex-oonal  enrichment #  Speculation,  inspired  by  the  not  unknoA'n 
four  families,  flourished  on  this  soilo  Dtaring  the  almos-b  20  years  of 
rule  by  the  Kuomintang  regime  there  was  serious  monetary  inflation  and 
the  Chinese  peop.le  incir-'red  great  losses# 

In  distinction  to,  this,  money  was  i.s sued  during  the  revolution 
and  the  initial  period  of  construction  of  the  new  China  by  the  people's 
government  with  the  purpose  of  mobilizing  the  people's  funds  for  the 
needs  of  the  revolution  and  the  develoument  of  production#  It  was  only 


a  temporary  measure;  when  conditions  changed  the  monetary  policy  also 


changed  fundamenta-lly# 

As  the  result  of  a  number'  of  important  measures  implemented  by 
the  Comruunist  Party  and  the  People's  Government  and  warmly  supported 
by  the  people  and  management  personnel,  end  also  thanks  to  the  ad¬ 
vantages  of  the  people's  democratic  structure,  the  country's  financial 
and  economic  situation  changed  i'adically  dur-lng  a  few  months#  The  In¬ 
flation  which  had  raged  for  more  than  10  years  was  el:lminated,  prices 
were  stabilized,  and  there  -was  even  some  temporar'y  reduction  in  prices# 
At  the  same  time  financial  and  economic  work  was  centralized  and  reor¬ 
ganized  throughout  the  country  in  agreement  with  socialist  principles# 
All  this  created  the  objective  prerequisites  for  the  solution  of,  the 
tasks  in  the  organization  of  planned  circu.latlon  of  commodities  and 
money# 
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Ill 


The  lible  bjf  thb  Organized  Circulation. of  .J&rieyv  in  tho  Struggle  ; 

■  by  the  Sodialist^^  Ag£j,lnat,  .the.'  CfepitaliettEconony,;  •  . 

The  stabilization  of  the  ciarrehcy  opened  p.ersp_<?ct lyes  for  the 
favorable  development  of  production  and  commodity  tiornoyer.  .  Mproover^ 
it  should  be  emphaaiaed  that  the  fundamental  change  ’in  the  ,s.ituation, 
which  had  existed  in  the  country  fOr  more  than  IQ  years  .nnd  had  been 
characterized  by  inflation  and  chaos  ih' the  coimaodity  ma^rfet^  was 
caused  mainly  by  the  vl.ctory  of  the  socialist  principles  of  ,. :ecc»oa5*c 
constructions  ■  '  ^  . 'I  V-' 

The  promp-h  and  effective  mea'shres  of  the  p:r.rty.i^d  .goyernment, 
conforming  with  the  specific  situation  of  the:  period^,  and, the  dsve-Iop- 
ment  Of  activity  among  the  maGses  Of  people.,  were  .the  result  of  the 
consistent  ' instillation  of  ths  principles:  :of,  socialist  managements  , 
Centralization  in  the  field  Of  financial  and  .'economic  worh?  ip 
the  distributlcni  of  resources,  through  state  trade  .clianrieis,,  in.  market 
management,  and  in  the  .regoJation  of  crash  turnover  was  a- compietely 
new  phenom'enon  a  Pianaed,  centralized  orgahlzation' .Pf.  the,.icircula,tion 
of  commodities  and  money,  led  by  the:  socialist  sector,  of,  the.  ecbnomy 
on  the  base  of  the  development  .of  industrial  and  .a^lcultural  produc¬ 
tion,  \-;as  begun  bn  a  country -wide  scale®'  T'iiis  was  the  first  stage  in 
the  implementaticn  of  the  principles  . of  planned  socialist  management* 

■  Ihfiatioh  could  not  have.  been,  halted  'and  the,  circulation  of, 
money  cou3.d  not  have  been  stabi3.iaed’ On.  the  base /.of  the  .old  capita3/lst 
market.  'It  was ’necessary,  to  create  a  new  market  ■  under  the  ,co.nditions 
of  an  econo^  led  by  the  state  sector:.  ..Pur ing  the  process  of  develop¬ 
ment  of  the  socialist  econOEy  the  market . situation,  changed,  fundamentally 
these  changes  wer'e  .in  the,  direction  of  the  creation  and  development  of 

a  socialist,  organized,  and  planned  coaiflodity.  prod.uct ion  .and  circular  .  , 
tiOn.  •"  ■ 

‘  Such  transformations  were  hot  .advantage pus.  for  the  capitalist-:  :  ■ 
traders  and  industrialists,  whose  natural .  element,  is  speculation. 
However,  for  the  country  as,  a  whole  these  transformations  were  an  Ph-: 
jective  necessity®  '  .  ..  '  :  *  :  .  '  - 

During  the  period  of  reconstruct in,g  the  national  economy,., a  ■  , 
struggle  Occurred  in  the  field  of  mohe^/.  between  the  organized  circu-  , 
lation  of  money  and  the  chaotic  capitalist  market .  The  steady  expan  r  .  .  -, 
Sion  of  the,, orgahiked  ' circulation  of  „monej  reflected  the  successes;  of 
the  socialist  eccboijy  . .In  its  struggle : against  the,, capitalis.t  economy,  ' 
During  the  three -year ‘;pe  of  ,recoh,Btru:cting  the  natior^l ,  . 

economy,  commodity 'tihL’P over  in  bur  country  ex:^hded  .considerably  on 
the  base  Of  the  deve-lopaent' Of  product  ion Takihg  the  volume  of  saies 
on  the  domestic  market  ih^  195'0'  as  100,  ItPe  ••This  was 

a  very  high  rate  6fgr'ow-th®;  .State  ahd  .c:ooperative  trade  deyeloped  - 
especially  rapidly  during  this  period.  '  Turnover  in  state  trade-in  . 
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1952  was  more  than  four  times  that  of  1950^  and  in  cooperative  trade 
it  was  more  than  six  times  that  of  1950e.  The  share  of  socialist  trade 
in  the  country's  total  domestic  trade  increased  from  19®^  percent  in 
1950  to  5le9  percent  in  1952®  The  over-all  growth  in  cbmmodity  turn¬ 
over  occurred  predominantly  because  of  the  expansion  of  state  and  co¬ 
operative  trade.  This  was  quite  an  impox'tant  factor^  promoting  the 
development  of  production and  enstiring  the  satisfaction  of  demand  on 
the  part  of  the  state  and  the  population  for  goods  and  the  stabiliza¬ 
tion  of  the  market®  . 

Socialist  trade^  representing  the  organized  part  of  commodity 
circulation,  is  based  on  an  un :::nter2’upfted  development  of  the  produc¬ 
tion  of  goods  by  state  industry;,  on  a  regular  growth  in  state  orders 
for  the  processing  of  raw  materials  and  .semimanufactures,  on  the  mnu- 
facture  of  finished  products  by  private  industry  and  the  pirrchase  of 
these  products,  and  on  the  expanded  pirrchase  of  subaidiary  agricul¬ 
tural  production  at  just  prices  to  satisfy  the  requirements  of  dif¬ 
ferent  branches  of  the  econoa^''  and  of  the  poTJulation® 

Such  an  organized  circulation  of  commodities  is  the  base  for 
an  organized,  planned  circulation  of  money.  The  p.lnnned,  regiilated 
circulation  Of  money  is  in  turn  one  of  the  most  important  instruments 
for  the  organizevd  development  end  strengthening  of  the  socialist  econ¬ 
omy. 

Along  with  socialist  trade,  capitalist  trade,  based  on  the  capi¬ 
talist  sector  of  the  economy  and  private  business,  continued  to  play 
an  important  role  in  this  period®  The  share  of  capitalist  treide  in 
total  commodity  turnover  fell  from  80  percent  in  195 0  approximately 
40  percent  in  1952®  However,  in  absolute  terms  t-iU*nover  in  capitalist 
trade  did  neb  decrease  and  even  increased  somewhat® 

Although  capitalist  trade,  under  the  guidance  of  the  stats, 
played  a  positive  role  to  a  certain  e::ctent  in  the  development  of  com¬ 
modity  turnover  between  town  and  coirntry,  due  to  its  exploiting  nature, 
expressed  as  a  striving  for  profit,  it  had  a  negative  effect  on  the 
national  econony  as  a  whole.  Trade  based  on  a  striving  to  obtain 
capitalist  profit  has  a  chaotic  uncr^nised  nature  and  thus  ci'eates 
the  conditions  for  chaos  in  the  circulation  of  money.® 

Since  an  organized  socialist  market  and  a  chaotic  capitalist 
market  both  existed,  a  struggle  between  them  was  unavoidable®  This 
struggle  aj.ac  affected  the  clrcizlation  of  money®  The  process  of  steady 
development  in  planned,  organized  commodity  production  end  commodity 
circulation  is  elmu-ltaneously  a  process  of  sueady  development  and 
subsequent  strengtheuing  of  the  organized  cir'culation  of  money® 

The  planned  organ5.zed  regulation  of  the  clx'cuisition  of  money, 
the  prompt  issue  of  the  necessary  amount  of  money  into  cir-culation, 
and  the  removal  of  money  from  circulation  serve  as  povferful  instru¬ 
ments  in  the  hands  of  the  state  in  its  policy  of  limiting  and  trans¬ 
forming  the  capitalist  economy. 


The  struggle  against  the  chaos  of  the  capitalist  market  by 

means  of  the  monetary  policy  implemented  dui'ing  the  reconstruction- 
period  in  consideration  Of  the  condition  of  the  national  economy  and 
the  party’s  and  government  ’s  o\'er -all  policy  can  he  divided  ’into,  three 
basic  stageS:o- .  ^  . ' 

The  first  stage  includes  the  period  of  planned  organisation^ of 
money  turnover^  of  halting  infiaticrij  and  of  stabilising  the  circula¬ 
tion  of  money,  and  the  process  of  reconstructing  the* national' economy 
end  developing  the  socialist  sector, in  all  branches -of  the  economjr  -to 
the  detriment  of  the  capitalist  elements.  - 

With  the  halting  of  inflation  and- price  .increases,  situation 
in  the  socialist  sector  of  .the  economy  began  to  Improve  rapld^,^''. ,  la. 
the  capitalist  sector ^  on  the  contrary,  this  created  difficulties,  o 
During  a  short  period  of  time,  from  April  to  oune  19^0,  prices  fell  by 
more  than  10  percent,  speculative  buying  and  selling  on  the  D3ai’‘ket  was 
replaced  by  stagnation,  difficulties  arose  in  the,  turnover  of  enter¬ 
prise  fxands,  and  part  of  the  capitalist  industrialists  and  traders, 
not  able  to  stand  the  competition,  were  in  a  critic.':^l  situatida#  In 
this  connection  some  industrialists  and  traders  began  to  express  lotid 
dissatisfaction  with  the  government ’s' economic  policy o 

What  caused  the  difficulties  which  the  capita j-ist  Industrialists 
and  traders  met,  and  what  was  their  nature?  These  difficulties  arose 
for  the  following  reasons  o\  . 

First,  a  nvasber  of  industrial  and  trade  enterprises,  having  de¬ 
veloped  their  activity  in  conformity  with  the  conditions  of  a  colonial, 
semicolonial  or  feudal  economy,  lost  the  market  for  their  prod\i.cts 
after  the  elimination  of  imperialism,  feudalism  and  bureaucratic  capi¬ 
tal  in  the  new  China- since  many  of  their  goods  were  not  in  demand  by 
the  people.  As  a  result,  a  certain  number  of  industrial  and  trade  en¬ 
terprises  went  bankrupt. 

Second,  the  staffs  of  many, -p^rivate  enterprises  were  excessively 
large,  and  their. activity  was  inefficient,  especially  during  recent 
years  when,  utilizing  the  growth  in  prices,  they  conducted  iniproper  op¬ 
erations  in  the  pursuit  of  illegal  profits.  As  soon  as  the  market  was 
stabilized  the  inefficiency  of  their  activity  became  immediately  evi¬ 
dent,  Part  of  the  indastrial  and  trade  enterprises  were  compelled  to 
reduce  theior  operations  or  even  discontinue  them. 

Third,  due,  to  the  stab  meat  ion  of  currency  and  prices  .the  fic¬ 
titious  purchasing  power,  swollen  by  inf ifc.ti on,  was  reduced  and  market 
supply  temporarily  exceeded  demand;  prices  fell,  and  thsre  were  diffi-  : 
culties  In  selling  some  goods,  AJl. this  caused  another  reductipn.  in 
the  population ‘s  real  purchasing  power,  which  had  been  considerably,  rec 
duced  during  the  long. war  period,  *  . 

Of  these  three  causes,  the  first  two  are;  prolonged  in  character. 
The  capitalist  industrial  and  trade  enterprises  could  not  quickly  over¬ 
come  their  basic  weakness  and  reorganize  their  activity  in  conformity 
with  the  requirements  of  -  the  new  democratic  ecOhomy  .  The  third  cause 
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was  teiirporary  in  character.  With  a  strengthening  in  the  leading  role 
of  the  state  sector  of  the  econoiry  and  with  the  development  of  xiroduc- 
tion  and  increase  in  the  population's  purchasing  power,  the  situation 
normalized  quickly.  These  changes  had  a  quite  real  effect  on  the  cir¬ 
culation  of  moneyo 

As  the  result  of  implementing  general  economic  and  financial 
measures,  from  March  to  May  1950  the  amount  of  money  in  circulation 
fell  by  approximately  10  percent  and  prices  fell  by  mcsre  than  10  per¬ 
cent  o  The  velocity  of  turnover  of  money  gradually  hecaaie  normal,  and 
the  functions  of  money  began  to  de^relop  more  normally o 

As  prices  became  stabilized  the  population's  attitude  toward 
goods  and  mcMey  changed .  Goods  began  to  be  c;hans«ed  into  money,  and 
for  some  time  the  supply  cf  goods  on  the  market  began  to  exceed  de¬ 
mand  and  prices  began  to  . fall,  ^he  joeduction  in  the  velocity  of  turn¬ 
over  of  money  led  to  the  situation  that  the  amount  of  money  in  circula¬ 
tion  could  not  conform  with  the  reqiiirements  of  commodity  turnover. 


.I*’ V  ^ 

(^ne 


The  withdrawal  of  a  great  amount  of  money  from  circulation, 
steady  reduction  in  prices,  and  the  attempts  by  the  popvtlation  to  sell 
rather  than  buy  goods  all  caused  a  reduction  in  the  vo.lume  of  sales 
and  even  stagnation  in  the  market.  The  tompora?:'y  difficulties  which 
arose  were  difficulties  of  growth.  But  if  these  difficulties  were 
not  promptly  overcome  they  cou3d  have  an  unfavorable  effect  on  the 
whole  national  economjr. 

In  the  light  of  thi.s,  the  central  task  in  the  field  of  the  cir¬ 
culation  of  money,  intended  to  promote  the  bringing  of  order  to  in¬ 
dustry  and  trade,  was  the  transition  to  planned  regulation  of  the  cir¬ 
culation  of  money.  Such  regulation  was  to  promote  the  reanimatioa  of 
the  mrket  and  ex3?ausion  of  production,  thereby  creating  favorable 
conditions  for  the  de%^elopment  of  the  whole  national  economy  of  the 


country  with  the  state  sector  of  the  economy  playing  the  leading  role. 
During  this  period  the  government  adopted  a  decision  to  sharply 
increase  the  volume  of  People's  Bank  credit  to  state  trade,  with  the 
purpose  of  having  a  planned  increase  i>3  ci’ders  p3e,ced  with  private  en¬ 
terprises  for  the  processing  and  purchase  of  goods;  this  was  to  solve 


their  sales  problem.  At  the  same  time  purchases  of  agricultural  pro¬ 
ducts  were  increased,  and  the  issuance  of  money  was  increased  in  cities 
and  in  the  country,  main.ly  to  increase  the  purchases  of  agricultural 


products. 

The  issuance  of  a  large  amount  o:?  money  in  the  co^^ntryside  for 
the  above  indicated  reasons  promoted  a  reanlraation  of  the  market  as  a 
whole,  creating  an  iiicentive  for  cooperatives  and  private  traders  to 
normalize  commodity  torn over  between  the  city  and  the  country. 

At  the  same  time  the  governaant  implemented  measures  to  develop 
transportation  and  regulate  the  tax  system.  As  the  result  of  consis¬ 
tent  implementation  of  the  indicated  measures,  at  the  time  of  the  new 
harvest  the  market  sit’Oation  had  become  stable,  In^lementation  of  the 
policy  of  placing  state  orders  with  private  industrial  and  trade 
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enterprises  and  purchase  of  products  becaas  one  of  the  basic  forms 
of  initial  socialist  transformation  of  these  entex'P?:,i8,es . 

The  second  stage  was '  characteriaed  bj’;  a,  reduction ‘^^^th^ 

Buance  of  money  during' the  movement...  against  American  aggress  ion  and':  ■  - 
for  assistance,  tb  Korea;,  and  also,  with -the  purpose  of ' stabiTisiug  the 
markets . ;  Subseqdent^,  there'  was  an ;  increase .  Ip  tba  issuance  "Of  money  ; 
when  tW  market  was'  stab3.e;  this  was  -rtp  promote  ap'atpansion;  of'  state  ■ 
purchases  of  agflCuTbUral  products .a  strengthening  Jof  the  un  ,  ,, 

tween  workers  apd  peasants,  and  a  considerable  reani^t ion  of  the-' mar¬ 
ket. 


in  the  winter  of  I95O  the  Chinese  people  began  a  great  Struggle 
against  American  agg^c'esslcn ' and  foo  assist  Korea p  .■  .All  the  people j'  inr  ^ 
spired  by  a  lofty  spirit  of  patriotism  and  internationalism^  '-ifose  up 
in  the  defshse  of '  justice,  peace  e..tic..  the  security  of  their  cbuntc-3’’.. 
sparing  no  effoi’ts  or  resotirceso  Certain  .capitalists  decided' t^  m‘,ke 
use  of  .the  situation,  iatendiiig  to  become  rich  .tlirou^  Bpecuiati%’'e 
machinations,  inflation -and  price  increa,sss».  ^He  capitalists  began 
to  stockpile  gbods  and  specula.te  with  theme  .  At  the  same  time  Some  es  -  . 
tab lishmehts  and  part  of  the  urban  population^,  reiiembering  the  wartime 
experience,  rushed  to  rfcmbve'  their  deposits  from  the  Itecple^s  Bank  and 
convert  them  into  goods,  insuring  thejic  .savings  .against ''depfeciatio.no 
Tension 'was  .created' 'on -the  market# '  ■  ■ 

A  IT  this  took  place  dar'ing.  a 'rich  harvest  .season  when  issuance 
of  money  and  erpc-ided  credits,  for  purcchas.es  of  a gficuituf a  1  products  c 
were  necessary  to  strengthen 'the  ties  between  the,  city  aitid  the  country. 
The  sit-oaticn  was  fundaaentaliy.  different  from  that  of  Jfarch-lfey  1950p: 


At  that  time  the  circxilation  ■  of  money. was  narrowing  and  the  amount  of 
means  of  payment  in  circulations  could  considerably  exceed  the  reepaire-, 
meets  .of  .  commodity, turnover 0 '  ., 

Thus,  from  one 'point  of  view,.  It  was  necessary  to  issue  large  .: 
amoiints  of  money  for  the  huge  Forchases,  of  agricultviral  products  and 
the  sale  of  the  harvest,' and- from  another  point  of  view,  that  of  the 
struggle  against,  the  'American  aggress io.n  and  .for  asBietance'  to  Korea,, 
it  was  necessary  to  ensure  a  stable  , -market  and  stretigthening'  of  the-  -  ■ 
home  front  .  The'  resolution-  of  this  .temporary ’cont'fadict ion  and  the. 
implementat'ioh  of  measures  to  stop  speculation  and  avert  •depreciation 
of  tile  money  beOdme  exceptictoally  important .  In  this  connection^  ibe 
Financial  and  Economic  'Cormiittee  of  the  State  Abmin'ictratiVe' Council 
of  the  Central.  People’s  GbVernmeiJv  adopted-  a  de4isi?b,  P^o'’'!^-^'^^S 
saving,  in  budge-b  expenditures  by  postponing  payments  fbr;'^  number  of 
expenditure-  items’  or 'completely  revoking  theM;.  in .  the  aiins'  hf  reducing 
.the  issuance,  of  money,  for  a.tempcn:’ary  freezing' d?  deposits  of  s'bate: 
establishments  and  military  argeniaations  in  'the  'Peoxile’s  ferik,  for  . 
a  reduction’’  in  purchases’  of  agricultural  products,  and  for  a  reduc  - ., 
tion  in  .  granting  of  credits »  This  .was'  .to  .ensure . 'better  control  ovei’, 
the  .  issuance  of  3soney  and  to., eliminate,  .‘the  danger,  'of  .chaotic  dissipa- 
tlcn  of  materials  and  money  which,  had  concentrated  in  state  trade  and 


in  the  People’s  Bank, 
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The  implementation  of  these  meaeures  strengthened  the  state 
sector  of  the  country ’^s  economy  and  stabilized  prices  o 

In  December  195 0,f  when  a  normal  market  situation  was  restored^ 
it  became  necessary  to  increase  purchases  of  agricultural  products , 
increase  credits  to  state  trade  and  the. supply  and  sales  coopei^tives, 
grant  seasonal  credits  to  the  peasants,  and  to  issue  the  appropriate 
amount  of  money  in  the  countryside  in  a  planned  waye  All  of  this  re¬ 
animated  the  city  and  rural  market o 

The  third  stage  was  the  withdrawal  of  money  from  circulation 
during  the  "three  anti’^s"  and  "five  anti's"  campaign  conducted  to 
strike  a  blow  against'  the  capitalist  elements  and  the  subsequent 
planned  issuance  of  money  into  circulation  to  reanimate  the  market# 

As  the  result  of  the  movement  to  reg'alate  industry  and  trade, 
the  situation  in  capitalist  industry  and  trade  in  19.50  improved j  this 
was  the  effect  of  the  state  support  in  the  form  of  orders  for  the 
processing  of  raw  materials  and  for  finished  products,  of  organizing 
supplies  of  raw  materials,  of  ‘baxation,  and  of  a  number  of  cbher  meas¬ 
ures#  The  rich  harvests  of  1950  and  1951  caused  an  Increase  in  the 
peasants*  purchasing  poi^er;  the  purchasing  power  of  the  urban  popula¬ 
tion  also  increased#  At  the  same  time,  in  connection  with  the  assis¬ 
tance  to  Korea,  state  requirements  for  industrial  and  cottage  industry 
goods  increased  sharply#  The  growth  of  demand  by  the  population  and 
the  government  caused  a  shortage  of  many  goods#  During  this  period 
the  quite  improper  activity  on  the  part  of  many  capitalists  also  was 
exposed;  they  were  not  scrupulous  in  the  choice  of  means  in  their  pur¬ 
suit  of  profits,  and  caused  direct  harm  to  the  people# 

During  March-May  1950  the  capitalists,  in  difficulties,  hoped 
that  the  state  oi'ders  for  the  procesaing  of  raw  materials  and  for  fin¬ 
ished  products  would  help  them  overcome  the  difficulties#  But  now, 
considering  that  these  orders  were  limiting  their  profits,  they  started 
open  resistance  in  the  hopes  that  they  would  succeed  in  again  getting 
production  and  sales  into  their  own  hands  and  thereby  ensure  them¬ 
selves  super -profits.  They  were  not  satisfied  with  the  profits  which 
they  obtained  from  normal  activity#  They  began  to  conceal  and  imder- 
state  their  reserves  of  raw  materials,  to  avoid  paying  taxes,  and  to 
bribe  government  esroloyees;  in  short,  they  were  brutally  criminal 
against  the  worker  class  and  state  sector  of  the  ecanomf/# 

3h  the  winter  of  1951,  with  the  approach  of  the  seasonal  up¬ 
swing  in  trade,  the  bourgeoisie  began  open  warfare  against  the  i'e- 
strictlons  on  thelv  activity#  To  strike  a  blow  against  the.  capital¬ 
ist  elements  with  strict  observance  of  the  principles  of  the  socialist 
econony  and  in  the  interests  of  the  masoes  of  workers,  the  government 
headed  the  great  people's  campaign  of  the  "three  anti's"  ana  "five 
anti's"  and  won  a  brilliant  victory# 

Along  with  the  great  achievements  in  the  political  field  and  in 
the  field  of  strengthening  the  guiding  role  of  the  state  sector  of  the 
economy  and  overcoming  the  elements  of  chaos  in  commodity  circulation. 
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considerable  changes  also  occurred  in  the  sphere  of  the  circulation  of 
money..  During  the  Btruggle.  agaipst  .hriberyy:' was’tefuiheis'- ^ 
reaucracy^  potentials  for,  state,  and.  cooperatives  to  sav^^^^  on  expend ir  ,. 
tur«£s"'and  increase'.reve^es  .wsre;:di8coveredv' '  . 

In'  State  'trade  and  ithe  supply  aqd  sales  cooperatiyes  sales  in -r., 
creased^  j^rdhases.V,yerS  ;reduGed>  .and  orders  piaced-'with^^  enter¬ 
prises  for' the  pr^cesains. -of jrav  materials  and  f dr- finished, prc^  . 

were  reduced  ’  At'  ';.the !  same  tin;e  ;S’tste  trade  ■'  conducted ei '  rationSsl  price 

reduction  on "nany  manu^  consumer  goods.  The  over -'a^ll  isf ice . 

index  was  reduced,  hy  approximately  .5  •;p.erc?eirt,  '  'lfeny  priyate  indu3tri 
alis'ts  ‘and  tfaders  l^xt  the^;fadth,of  the  people  and  their  enijorpris'es 
decayed;  the  trade  <of  .even  private  traders who  seryicea' the, 

commodity  turhbyer  between;  town-eind:  country^'  decreased.' '  These';phd-  ... 
nomeha;  were;  especiaily.  ndticeable  by  the  simmer '  of '  19520;. '  ^  .^ , 

prices  ■continued  toi  fali  andi,  symptoms  of -stagnation'^  unfavorable  for 
the  natibhal  ecpnbmy'j  appeared «.  .For,  this  reaso'nj  --la  jfe'y-yune  ;1952  ,.t^^ 
Financial  and  Fcbh.omic  Coicrnittee  of  the-  State  Administrative  P'crah bid. 
adopted  a  decree  on', the  implsmeptaticaa  of  •dscieive''meas’^es;  t;b  renniy  ,  . 
mate' the 'inerket'l'  ' *  • 

Rational  norms  for  the  placement  of  orders  with  the  private  sec-* 
tor  for  the  processing  of  rraw  materials '"and  for-finished  prodacts  were 
worked  out.  The  People’s  Banh.  began  to  increase  credits  to  socialist 
trade  in  every  possible:  way,;  .promoting  the  planhed  placement  of  a  large 
number  Of  orders  with  the  capitalist  sector  fen:  the  processing  of  raw  ,  - 
materials  and  for  finished,  with  the  purpbs’e  of  ebnbentratiag 

commodity  resources  for  the  fall  upswing  in  the  market .  Markets  were,  ■ 
organiz,ed  everywhere  and  again,  the  t  activity  of  the  small  traders  in 
trade  between  town  and' country  began  to  be  encouraged.  The  People,’ s 
Bank  reduced . the  interest  rate;  on  credits  and  resumed  granting'  credit 
to  capitalist  industry  and  trade.  After  a  joint  checkup  on  conditions 
at  the  local  level  by,  yepresentativeS;:Of  -party3;''aaffiJj3iBtrative,  and  , 
bank'  admihistratibns,  the  volume, .of  crediting- -was  expanded  somewhat 
and  the  "amount  of  money  in  circulation  was  expanded;  th3.s  had  a  part 
in  reviving  the  market. 

At  the  same  time,  ,  the  private  haahing  offices.,'  under  the  lead¬ 
ership  of  and  with  the.  aBKi3tance;of  the  People’s  Bank.;  were  gradually 
consolidated^  and  in  Septemb.er;"1952  all  the  private  offices^  with  the 
exception  of  three  which  served  the  Chinese  emigrants,  were,  merged 
into  a  single  .Joint  State-Private  ®anko  TMs  was  an  important  measure 
directed  toward  the  socialist  transformation  of  our  covintry’s  capital-, 
ist  credit  institutes.  Under  the  general  control  and  guidance  of  the 
People’s  Bank,  a  great  step  was  made";  toward '  the  creation  of  a  uniform 
cx-edit' system,  .  ^ 

The  Joint  Bank’s  credit  operations  were  conducted  in  agtoement  : 
with  the  state’s  general  policy  in  the  field  ;of  control  over  cash. 

This  had  an  active  role  in  the  development  of  the  country’s  national 
economy  and  created  favorable  conditions  for  the  regulation  of  the 
circulation  of  money. 
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The  organized  development  of  the  circulation  of  commodities  and 
money  promoted  a  reduction  in  the  chaotic  turnover  of  money  beti^een 
port  cities*  The  rapid  growth  of  socialist  trade  and  operations  by 
the  People's  Bank  to  service  payments  turnover  in  the  diiy,  the  coun¬ 
try^  and  between  city  and  country,  promoted  a  planned  expansion  of  the 
markets  A  higher  form  of  organization,  mixed  state  and  private,  i*e«, 
the  form  of  state  capitalism,  was  created  for  operations  of  the  capi¬ 
talist  sector*  ,  ' 

Funds  of  capitalist  enterprises  circulated  between  port  cities 
mainly  in  two  forms:  drafts  and  cash  settlements. 

The  center  of  capitalist  industry  and  trade  and  also  the  center 
of  the  concentration  of  capitalist  payments  turnover  was  Shanghai  at 
that  time.  During  the  three  years  of  reconstructing  the  national 
economy  the  volume  of  draft  transactions  by  capitalist  enterprises  be¬ 
tween  Shanghai  and  other  port  cities  reached  huge  dimensions o  Ties 
between  Shanghai  and  other  cities  were  extensively  developed  and  firm. 

Below  are  data  on  the  volume  of  drafts  sent  through  Shanghai  by 
private  entrepreneurs  (in  percent): 


Second 

1952 

Half 

First 

Second 

First 

Second 

First 

Second 

of  1^49 

'  Half 

Half 

mf_ 

Half 

^lf_ 

Half., 

Drafts  sent  off 

100 

451  ' 

1,060 

1,120 

1,443 

415 

550 

Drafts  received 

100 

516 

1,060 

1,213 

1,320 

485 

701 

Total 

100 

480 

1,042 

1,170 

1,390 

455 

630 

The  share  of  the  People’s  Bank  and  of  the  private  banking  of¬ 
fices  in  the  total  volume  of  pri-vate  drafts  sent  through  Shanghai  was 
(in  percent ) : 


Second 

&ilf 

. 

1550 

First  Second 
feilf  Half 

1951 

First  Second 
felf _  Half 

First  Second 
Ifalf  Half 

Drafts  sent  off 

100 

100 

100 

100 

100 

100 

100 

Through  the 
People's  Bank 

40 

45 

38 

36 

46 

56 

74 

Through  private 
banking  offices 

60 

55 

62 

64 

54 

44 

26 
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Second  • 

.  Half  ■  Pirst  , Second 

1949  >  ■ 

First  ’-'Ssbohd  ‘  First,  ,  Second 
-Half'  Half:  'i'Salf Half'  " 

Drafts  received  100  100  . 

.  '3.9^ 

•-  . 

.100' 

•-lo6i.:''3,Qp- ’  100  . 

Through  ,  the  ' '  ■i-' 

People’s  .iBank  ,  40  ’ ' ’’'55' 

;  :’.;44i. 

’53 

5^-  -  86  ;  .  81 

Through  private;, , 
banking  offices- .  60  '  45 

-..58 

■'  .47  ■ 

-  ’■42.."’:;  i' 34"  v::  .-;i9' 

Ihu-g,  fro2i  ,th$  seccM'  half  'pf  ,3^^  pirtv^e;  drafts 

sent  througji  Sliaughai  Incf eased’ sfc^plyo  During  second,  liaif  of- 

1951  drafts  sent  off  increased  by  lacace  tbsn  14' t lass’ cojoipared^^'^v^^ 

the  second  ^If  of  1949^  drafts  Increased  by  more  than ' 

13  times,  ^e  total  .voiuine 'of  d^  almost  14  timos.^ 

This  is  a  vitness  to’  the  restoration  and  dsTClopinent  of  "priyate’ ■trade  ’’ 
ties  between  different  port  citifSo  '*  ••■  •  ■  c'  -’-t 

In  1952,  thanks  to  the  development  Of 'the  ’’three  antics'’  and 
"five  anti's"'  campaigns  and  the  rapid  ^expansion  of  state  and  .coopera¬ 
tive  trade,  the  el^re  . of  the  'sbcisilist  .sector,  of  trade ’increased ,  - 

And  although  .private -te^ade  turnover  , in  value  terms  was  greater  ip 

1952  than  in  '19!56^t:  with  the’  cons id’CTable.  .grcrvrth  in-  wholesale-  turnover  -' 

of  state  trade,  prival5e  '*^f ode  bet'ween.- port  cities  showed  a.  tendency -to 
decrease,  ^  ?'■- 

In  the  sphere  of  the 'circulation  of  money  this  tendency  was,  ex¬ 
pressed  in  a  reduction  in  the  total  vo3;ame  of.  private  drafts  between 
port  cities.  During  the  fii’st ’and  second  halves  of  1.952  .the  total 
volume  of  private  drafts  in  Shanghai  decreased  .-by’’  62-  percent  and  54 
percent  respective^:  compared  with  .the  .s^e ’periods  bf  •195.i», 
share  of  the  People's  Bank  - in  the  total  Ai;olume.. of  ..d.rafts  .(sent  off 
and  received)  was  40  percent  during  the  second  half  of'  1949.?  - 

1952  it  increased  to  74  percent  diiriig  the  first  half  ifear  and  to  8i/ 
percent  during  the  second  half 'year,  ,  In ;  this ':periG^^  the  preponderant  ■ 
majority  of  private,  banks  had  already  been  transformed  into  .Joint. state 
private  banks,  and  the  volume  of  drafts,  connected  with  organized  com-' 
modity  turnover  of  .the.  .Bta,te  sector  of  the  economy  increased,  a^osf 
400  times,  Accco’ding  to  data  for  the'end-of  1952j.  -tbs  st'at's  and  co¬ 
operative  sectOTs'  accounted- for  over  85' percent  of  the  total  .volume .  ’ , 
of  drafts  sent  through  Shanghai  while„the  share  Of  isriyate  drafts  w^ 
less  than  I5  percent,  Moreover, .  .f5  percent;  p-f  the  private  drafts  '  ■ 
passed  through  the  .People  's  'Bank/  e-nd  .the  aremaining  ’  25  percent  through 
the  Joint  Bank  which  carried ’Out-  its" 'activity  under  the  guidance  of  = 
the  People's  Bank,  The ; fact '>fchat the  ah^aipf  :b  socialist  sector  in 
payments  turnover  between  port 'Cities  Increasedj-'dnd  tlkt  the  pre¬ 
ponderant  part  of  the  drafts  of  private  firms  and  persons  were  se33t 
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through  the  People's  Bank,  serves  as  irrefutable  confirimtion  of  the 
rapid  development  of  the  socialist  organized  market  and  of  organized 
payments  turnover  vith  a  steady  reduction  in  unorganized  commodity 
and  money  turnover  of  a  chaotic  nature « 

Cash  settlements  between  small  private  traders  comprised  the 
second  important  form  of  payments  turnover  of  port  cities.  This  form 
of  settlement  was  widespread  during  the  period  of  reconstructing  the 
national  economy.  During  the  three  years  there  was  a  constant  flow 
of  money  from  Shanghai;  the  only  eocception  was  three  months  when  there 
was  a  small  influx.  This  was  due  to  the  fact  that  the  small  private 
traders  used  cash  to  make  purchases  of  agricultural  products  j.n  ■.•he 
provinces  of  Kiangsi  and  Cheki.ang  which  were  then  sold  in  Shanghai. 

In  this  connection y  there  was  usually  a  flOT-r  of  money  into  many  coun¬ 
ties  and  cities  in  these  provinces.  Tor  example^  money  put  into  cir¬ 
culation  in  the  forest  regions  and  in  the  country  of  S’aag-chiang  Prov¬ 
ince  usually  flcnv^ed  into  Harbin .  This  was  caused  not  only  by  the 
fact  that  the  workers  and‘  peasants  cams  to  the  city  markets  themsel'i'-es 
to  purchase  goods,  but  also  by  the  fact  that  private  traders  were  en¬ 
gaged  in  speculation  and  the  resale  of  goods.  In  some  places  (Shang¬ 
hai  and  the  provinces  of  Chekiang  and  Kiangsu),  money  issued  inuo 
circulation  in  the  cities  flowed  into  the  country,  and  in  other  places 
(the  forest  and  rural  regions  of  Sung*»chiang  Pro-vince  and  the  city  of 
Ear-bin),  the  money  issued  in  the  ru.rel  regions  flotred  into  the  cities. 
Such  a  sitTiation  'indicated  thv2  weak  development  of  state  and  coopera¬ 
tive  trade  here.  Thads  was  conducted  by  small  privai-'e  traders  or  by 
consumers  who  went  to  other  regions  themselves  to  purchase  goods. 
Therefore,  the  sphere  of  the  circulation  of  money  was  characterized 
by  a  chaotic  migra-tion  of  money*  As  socialist  trade  developed  this 
phenomenon  was  gradually  overcome. 

All  this  data  clearly  indicates  that  not  only  does  the  concen¬ 
tration  of  control  over  the  organized  circulation  of  money  in  the 
hands  of  the  people's  democratic  government  enable  prompt  and  flexible 
action  to  change  the  market  situation,  but  it  also  promotes  the  de¬ 
velopment  of  the  socialist  economy  and  serves  as  an  instrument  to 
strengthen  the  guiding  role  of  the  socialist  sector  in  the  country's 
whole  econony. 

The  above  indicated  forms  of  struggle  for  planned,  organized 
money  tvirnover  at  the  same  time  effectiveDy  promoted  the  suppression 
of  speculative  activity  by  the  capitalists  and  the  revival  of  the  mar- 

ket.  j.  V 

The  organized  circulation  of  money  "vras  not,  and  could  not  be, 

created  by  the  effort.^  of  the  People's  Bank  alone.  It  was  the  result 
of  the  joint  efforts  of  the  financial. organa,  state  trade,  banking 
establishments,  and  all  the  enterprises  of  the  socialist  sector  of 
the  economy.  The  People's  Bank  was  only  one  of  the  institutions 
which  played  an  active  role  in  this  field. 
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The  ecoDomlc  basis  for  the  creation  and  devslopjneht  of  . the 
organized  circulation  of  money, vaa  the  socialist  sector  "of  the  ecpur  , 
ocy,  socialist  production' reiatioBf  haying.’  develo  conformity 

with  the  law  of  planned,  proportioml  development  of  the,  national 
economy.  The  organized,,  circulation  .of  ..money  'created:  on':  this  ecohomic  . 
base  served,  in  tUfn,'  .as  .;aB  instrument  ,  tG  actively  -  SfOmOtO' s 
construction  o  '  '  Comrooditjr  production,  1»  a  socialist'  scohoi%  ''i'a  pla,^neii. 
and  circulation  'is "c^gahizhd.  This  ;h3s 'a  definite  iDfluehcO  :o4:.;'^e,. 
cis’culation  of  ■mbhey  'and  serves  as,  a  basis  .for  ■  tfahsforming  ,lt  into 
planned  circulation'  of  racheyo  ,  Tniportant.  conditions  "for  stren^jhenia 
and  developing  the  organized  circulation,  of.  money' are;  •  •the’' 
ization  and  balaricihg.  of  state  budget  re'^onues,  and-  expendltyres,,^. 
fication  of  the  circulation,  of  money'  on  a  country-vldb  Scale,  and  the 
presence'  of  a  single  state  bank  coadvicbin-g  the  socialist  transforma ■*, 
tion  of  private  banking  estabHstoentao-  ■  ^ 

The  crea'fcibn  and:,  di^/elopment  of  .;the  .organised'  circula’biDii  of 
money  is  n«yb  a  chaotic  process  but  the  result  of. conscious,  IPngthy 
a33d  persistent 'work  organized  .and  guided  by  the  peop.le®s‘ aembcra'bic  . 
state  in  agreement ’with  its  reguirements, ,  and  pot  sib  ilitles’f , 

During  the  'anti- Japanese  war  and  the  people; s'  llberatioh  ,  . 
revolutionary  struggle,  the  g;OYcramenta'  of  .  many  raVolUyidnary,  bases 
in  the  libexated'-  reglcns  issued'  orders  forbiddiag  state  ; Sr gahizht 
and  enterprises'' to  have  , deposits.  In  p;^.iv^te  banks,' 

In  the  spring  of  1949 'in  the  l^ortheast  liberated'  iegion,  con¬ 
trol  was  first  of  all  estshlished  oyer  pash,  ’After  formation  of  the 
People^s  Republic  of  Chins,',  .in  aipc-eement  with  the ' decree  ■  of  .the  Stata 
Administrative  Council  .of  '7  April  1950>.  control  over  deih  ^ 
lished  on  a  state '-wide  s'c'alec  '.At  the  same  time,' the  n&ad';f4f  compiling 
plans  for  re'veniies‘'and  esipenditvires  ,  Qf  cash ''Jas;  itidicatsd;  this  was  to 

promote  the  gradxial  transroi-matlon  of  the  People’s  Bank  into  the  G.ou'n- 
try’s  single  cash  center,  r;  .yv  '  '  ■  ]  J-  ; 

From  the  very  beginning  of  control  over  the'iriovement.  of  cash.,  .; 
the  positive  aspects"’ of  this  measure  .were  apparent,  ■  Dufin^  three  . 
months,  from  the  end  of  February  to  the  end  of  May  195G^  de-  i 

posits  in  the  People’s  Banh  of  China  and.  the  volume  -^Of  drafts  sent  , 
between  port  cities  incree-sed  five  times; 'clearing  settlemehts,  in,-,^^^ 
creased  s'ha'rp.lye  IXiring.  the  last  10  .days  of  April'the  I'at ip  between,  ., 
clearing  and-  cash  settlcHents  was  8:1,; -and'  during  the  last  l6  days  of. 
May  it  was  9:lj-  A^^^^  this  clearing  settlements  continued  to,  .increase  . ■ 
uninterruptedly,  .  ..  -  'V ,  ‘ 

.  Hot  only'  did' these  rational  and  pr pmp’t. measures; ’play  an  impbr-  .. 
tant  role  in  solving  such  gent  .taslas  as  the<  suppres.s ion  Of  inflation, 
the  concentration  Of  'fiCds,,  and.  the  balancing  ■  of  revenues^  and 'e^ppndi-  : 
tiures  of  cash;  they  were  a  Is  6.  some  .of  the  basic  methods  for' stabilising 
currency  and  .prices  i'  They  Eimultabeousiy  prepared  the  soil  for  the .  . . 
creation  of  a  healthy  monW  system  and  for.  the  organized/  pianhed  cir¬ 
culation  of  money in  the- field  cf  the  crganised  circulation 
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of  money  during  all  the  past  years  has  been  conducted  minly  in  agree¬ 
ment  with  the  decree  of  the  State  Administrative  Council  jjust  men¬ 
tioned*  -  .  J  .  ■  4 

Great  efforts  were  required  to  achieve  a  conclusive  victory  in 

the  struggle  against  American  aggression  and  for  assistance  to  Korea* 
To  organize  support  of  the  front  and  assist  economic  construction^  it 
was  necessary  to  support  a  stable  circulation  of  money*  .Tlii,s  required 
that  the  development  of  the  circulation  of  money  and  of  credit  pro-, 
ceed  in  a  socialist  direction  *  In  other  words ^  it  was  necessary  that 
the  People's  Banh^  on  the  base  of  the  state  sector  of  the  economy 
which  ha.d  developed,  regulate^,  in  a  concentrated  end  planned  way. 


the  circulation  of  money,  and  start  to  create  a  socialist  credit  sys- 


On  25  December  1950  the  Fiaancial  and  Economic  Commlttes  of 
the  State  Administrative  Council  issued  the  decree  "On  the  Procedure 
for  Eealizing  Control  O'/er  the  Circulation  of  Money  and  the  Procedure 
for  Compiling  the  Cash  Plane"  The  pui’pose  of  this  measure  was  to 
strengthen  the  currency  by  establishing  effective  control  and  regula¬ 
tion  of  the  circulation  of  money  so  that  government  funds  dispersed 
among  various  projects  could  be  used,  in  a  centralized  £.ud  effective 
way  to  satisfy  the  state's  huge  requirements  for  resoux-ces  for  eco¬ 
nomic  construction  and  to  promote  the  introduction  of  economic  ac¬ 


countability  and  planning* 

The  decree  provided  for  control  over  the  movement  of  the  cash 
of  state  enterprises^  establisiroients  and  organizations  and  of  coop¬ 
eratives,  and  also  for  the  organization  of  clearing  operations,  the 
concentration  of  mu'bual  settlements  and  short-term  crediting  in  the 
People's  Bank,  and  control  over  funds  allocated  for  capital  invest¬ 
ments  • 

A  number  of  errors  occurred  during  the  implementation  of  these 
measures  because  part  of  the  banking  apparatus  was  noc  yet  suffi¬ 
ciently  familiar  with  the  nature  and  tasks  of  the  organization  of  so¬ 
cialist  credit.  However,  on  the  whole  the  great  work  done  to  create 
socialist  credit  was  of  great  impor-bance. 

Further  measures  for  the  coatimioius  improvement  of  the  monetary 
and  credit  system  corresponded  to  the  over-all  improvement  in  the  eco¬ 
nomic  situation  and  showed  clearly  the  advantages  of  the  socialist 
credit  system,  , 

In  agreement  with  the  above  mentlonad  decree,  the  People’s 

Bank  organized  a  system  of  clearing  operations  between  state  and  co¬ 
operative  enterprises  on  the  basis  of  canceling  mutual  demands  (mu¬ 
tual  settlements)*  "^he  in.trcxluction  of  this  foi'm  of  settlements  Is 
a  further  step  in  the  direction  of  deveZ-oping  a  socialist  credit  sys¬ 
tem. 

Mutual  settlements  helped  the  People’s  Banli  to  mobilize  tempo¬ 
rarily  free  enterprise  funds  in  every  possible  way  and  promoted  the 
ensuring  of  economic  use  of  state  fundsj  the  saving  in  the  use  of  cash 
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was  especially :  ccjssiderable  .  Mitual  Be1itle®??nts ;  profflcted  ;  the  idevelop^  • 
ment  and,  strengtheaiag  p^  econpiaic  -ties  within;  the  socialist  sector. .  : 
of  the  eponoi&yi  they  created  favorable  conditions  for  the ifurthsf' 

Btrengthening.  of  the  roie  .of  “the  '  Eeople^s  Bank  as  ' the  ccuhory*®  ■ 

creditr,settleinent  center.  and,  for.  the  :planning",of  the  'eircalatiioh  of : 
money®  c-  V:-','  :  -  .-'"v  v- 

i  .B.ecen.t  years*,  experience.prov.es  .that.-,t.he  socialist ''system,  of  ■  • 
settlements,  and  control  over  ■  cash .  plPt)^s  an  important  'role  :M  '-thg  ■  wor k  -i  ? 
of  the  .different  ■state  ■financial  and  economic  fcrgans  'in  planning  the,  ^ 
economy.^  in  the  centrali5.ed.  planning  of  the  .resources  of  .;t.he  different 
bran'Ches  of  the  ,aati033,l;econo2yp  ,'in  the'  prompt:  elimination'  cs?  'Shori^-'-  ■ 
conings: ; in-  the ,, work#  in  .promat-ing  an  -iacr'eese  in  receip'ts  .anfi  a  'savirog  •  ^ 
in  .cash:  expendit'a;rgs,#  and  -in  .the-plfinaed.  regiAlation  of  the  circulation  ' 
of  money®  ■  . 

.  ."’v  T-.-ir  ■  '  ■..  .-  -■  ■.  r  •  '  'f '' i 

.  The  Deyelppment  of  the.^Circiaetion  of  -Maney  Ih  the  Gountrys-icie  v  ■■.  ; 
and  .Its  Role,  in  Et^pandingi  Commodity  Tivfnover  Between,  City  and  ..Ccwntry  i 

.  During  .the  period  „of  ree.onstructlon  of,  the  national  economy # 
the  small  peasant  economy  ia'  Our  countj'y#  it:eed'  irom  the  fetters. 'of 
f eu^feiism# .  changed  into  an  .individual'  peasant  farm  economy  ’under  which  . 
the/peassnts  themselves  •  ■cultivate- tha5.r  lend  section  ®  With  the  ■ 
guidance  and.  support-;  of  ■.the  government  our  agriculture#  .  constrained 
in  the  past  by  the  feudal  system^  -began  rapia  reconstruction  and  de- 

velopmepta ■'  ■.■■■ :  i ^ 

The  individual,  psasant  .  farm  eccosojiy  .  is  a,.,small,“Scele.’Commodity  ■ . 
produ-ction  econ.oE^;j- Its  co'mmpdity  procluction ids,  regulated  by  .the:' la'vr  ■ 
of  .value.  Therefore.,,  the  .folloylng  factors  play ar-quite  important  r"’ 
role  in  the  development -of  agricubtoral  production?,  the  possibility;'  : 
of  selling  the  agricultur,al\ produce  at,  the  .suitable  time;  and,  at  .. 

profitable  prices  p  the.  possibility  of  .the  peasants,  buyingy  at  the 
same  time  and  at  rational  prices,,  the ; needed:: means -.'of  production  and  •* 
industrial,  consumer  .goods;  :the  establishment  of  a  rational-  ratio  ,be-  -  '=- 
tween  prices  on .:  agricultural  produce  and  on  industrial  g.oods;  and  ' 
the  .free  development  of  commodity,  turn'iver  between  ,  city  and  country,  '  ^ 

which . requires  a  stable':'currencyx^  ;  o.-'-  .; 

.  .  After;  ,stabl:lization  .of  :  the.  currency  the  peasant s  .  'g’.-adually  began  ' 
to  use  money#  to;  keep -it  ..and  ;tP^prefer:. exchanges  involving:  iaoney.  This'  • 
new  tendency : in  the  sphere  of  the  circulation  of  m'oney',wad;  of  grsat  im-; 
portance:  it  promoted  :the  penetration-' of  money '-into  the'^country,' 
thanks  to.  which  .the  cl:*."eulation,  of  .money  in  the  country  began  to.  .de¬ 
velop;  gradually,  and.;  economic  :'.t?;es  be'bween  city  -and  ;  cerdntry  strength-  '  > 

ened,.;.  ■■  ■  '■■'•  ■■•  ' 

Beginning  with  Mhrch  I95O  the  amount  of  money  in  circulation 
in  the  countryside  steadily  increased  and  the  peop3.e®s  jiTian  had  firmly 
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entered  into  circulation.  G?he  share  of  money  in  circulation  in,  the 
countryside  in  the  total  money  in  circulation  increased  considsrahJyo 

The  following  three  causes  for  these  changes  can  be  pointed  out. 

Firstj,  the  value  of  the,  yuan  became  stable;  it  had  withstood  a 
relatively  long  test.  Many  years  of  inflation  had  caused  considerable 
losses  among  the  peasant  masses^  and  the  D-osses  due  to  the  Tow  mar¬ 
ketability  of  agricultural  commodities  and  to  poor  means  of  communioa- 
tion  were  especially  severe#  In  the  light  of  this^  during,  the  begin¬ 
ning  stage  of  stabili-zatlon  of  the  yuan  the  peasants  did  not  immedi¬ 
ately  have  faith  in  moneys.  A  deve’-opment  of  state  and  cooperative 
trade  in  the  countryside  in  every  possible  way  was  required  2.n  order 
to  convince  the  peasants  that  they  could  use  their  money  to  aetjuire 
the  necessary  production  materials  and  consumer  goods  at  stabis  prices^ 
that  the  yaian  was  ensured  by  goods.  a  decisive  corxditio.a  tLs 

process  of  development  of  the  circulation  of  money  was  not  only  the 
stabilization  of  the  people's  yuan,  but  also  the  strengthening  of  the 
peasants*  faith  in  moneyo  It  was  necessary  that  the  peasants^who  re¬ 
ceived  money  would  not  be  afraid  of  its  depreciation^  hut  wouja  recog¬ 
nize  that,  having  this  money,  they  would  lose  nothing  and  would  even 
gain. 

That  is  why  a  relatively  long  interval  of  time  after  the  halt¬ 
ing  of  inflation  was  required  before  the  cii’culation  of  money  began 
to  serve  commodity  turnover  in  the  countryside  normally,  and  before 
the  conversion  from  barter  to  normal  commodity  turnover  was  completed. 

Second,  the  gap  between  prices  on  industrial  and  ag;cicultural 
products  decreased.  During  the  period  when  capitalist  trade  predomi¬ 
nated,  the  price  discrepancy  between  industrial  and  agricultural  pro¬ 
ducts  grew  every  day.  The  seasonal  difference  in  prices  was  huge. 

In  the  fall,  after  the  harvest,  a  great  amount  of  agricultural^pro- 
duce  entered  the  market  and  its  price  fell,  while  prices  on  industrial 
goods  increased.  In  the  spring  and  summer  the  peasants  hardl.y  rjade 
ends  meet  and  many  of  them  were  even  compelled  to  buj’’  grain,  which 
caused  prices  on  agricultural  products  to  rise.  Sidustrial  products, 
on  the  way  from  the  city  to  the  country,  passed  through  the  hands  of 
large-,  medium-,  and  small-scale  trader -middlemen.  Such  a  multitude 
of  steps  increased  trade  profits  and  handling  costs.  Therefore,  the 
difference  in  prices  on  goods  in  the  trade  between  port  cities  and  in 
trade  between  city  and  country  was  great;  the  difference  between  whole¬ 
sale  and  retail  prices  was  Just  as  gi-eat.  Price  variations  and  losses 
due  to  the  difference  in  prices,  in  the  ftoal  analysis,  lay  in  all 
their  weight  mainly  on  the  shoulders  of  the  mass  of  poor  peasants . 

During  the  period  of  reconstruction  of  the  national  economy  this 
situation  changed  fundamentally .  Begijr-.ijjg  with  the  summer  of  1951^ 
the  discrepancy  between  prices  on  industrial  and  agricultural  products 
narrwred  steadily,  as  demonst-rated  by  the  example  of  Shanghai  prices. 
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Change^  in'  Wholesale  Price  Index  in  Shanghai 

' :  ■  ;  (March:  3.950  » 100).  " ; 

-V  ■  ■  V  JunW  '  '^'DeceEiber 

■'  mi:- 

Over -all  price  index  -  tr..-  .  9T  ^ 

Pi'ice  index  for  agricultural  products  ;  ^  ^  ,‘  86  93- 

Price  index  for  industrial  go-:^3  -tOOaS;  '  80 

Difference  between  prices  (price  discropancies)  110  '  -  86' 


ThuS;  dur'ing  the  period  from  J^’ch  1950  through'  1952#  prices  in 
Shanghai  stabilined  and  gradually  began,  to  fall.  She,  discrepancies 
between  prices  bn  industrial  and  agric’a3.tural  products  in  Debember 
1952  were.  14  percent  below  those  of  Mhrch,19'30.  ... 

The  price  reduction  process  was ; uneven,  .however,  and  fails  into 
two. stages#  Prom  March  .I95O  to  June  195i#',i®ee,  duri?cg  the  initial 
period  of  reconstructing  the  national  economy,  prices  oh  agricultural 
products  fell,  but  prices  on  industrial : goods  remained'  almost  stable. 
Therefore,  the  price  discrepancy  even  increased  somewhat#-  After  the  ’ 
implementation  cf  ,  the  agraria.n  reform,  agricult’ure  began  to  develop 
relatively  rapidly;  the  share  of  agricultural  production  rose  con¬ 
siderably,  and  the  share  of  state,  and  cooperative  trade  remained  in- 
considei-able;  although  the  production  of  industrial  goods  increased  ^ 
rapidly,  it  did  not  yet  satisfy  demaada  ,  ; 

Bi-om  th*e  fail  through  the  end  of  1952  prices  on  industrial 
goods  fell  considerably  while  prices  on  agricultural  products  rose. 
Therefore,  the  price  discrepancies  did  not  increase,  but,  on  the  con-  ' 
trary,, began  to  decrease.  The  stabilization  (and  even  a  certain  re¬ 
duction)  of  prices  on  industrial:  goofls,  with  , some  increase' in  agri¬ 
cultural  prices,  reflects  the  growth  in  indastrieil  production' and  the 
increase  in  labof  productivity.''.  This  process  reflects  the  price 
policy  of  ovir  government,  which  was  naking  huge  purchases  of  agri¬ 
cultural  p.roducts  for  domestic  con.sumption  and  for,  export,  a  policy  . 
of  strengthening  the  union  between  wo:rkers  and  peasants  , 

, , ,The  basic  factors  in  the  reduction .of  price  discrepancies  were 
the  development  of  industrial  and  agricult/oral  production,  the  grcfwfeh 
in  state  and  cooperative  trade,  and  the  policy  of  rational  prices # 

If  we  compare  prices  on  products  of  crop,,  growing  and  aiiimai 
husbandry  iri  national  Eiuorlty.:rsgions -with  the  prices  af  which  these 
regions  were  supplied  with  industrial  goods,  this  tendency  of  price 
discrepancies  to  decrease  is  shown -even  more  c3.early.'  Thus,  in  Hsl- ■ 
ning  city  in  Chinghai  Province,  ..before/  the  liberation  100  chin  of 
sheep’s  wool  was  exchanged  for  25  chih  of  cloth,  and  in  December  1951 
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it  was  exchanged  for  32-3  chlh  of  cloth.^  iceo^j  over  12  tiines  more  cloth 
was  obtained  for  the  wool.  One  ton  of  grain  in  Inner  Mongcl.ia  was  ex¬ 
changed  for  one  piece  of  cloth  in  19^7 >  snd  for  2o2  pieces  in  195 
loe,,  during  the  four  years  the  coefficient  of  exchange  more  than 
doubled . 

These  changes  played  an  important  ro3.e  in  improving  the  living 
conditions  of  the  national  minorities,  and  in  developing  production 
in  the  national  regions. 

Third,  operations  of  state  trade,  of  the  supply  and  sales  co¬ 
operatives  and  of  the  People's  Bank  in  the  countryside  expandedo 
During  the  three  years  of  the  reconstruction  period  state  trade 
steadily  increased  p'ni'chasss  of  agrict»3.txn:*al  products  and  expanded 
the  supply  of  industrial  goods  to  the  countryside <,  Supply  and  sales 
cooperatives  received  especially  extensive  development.  In  the  second 
Q,uarter  of  1952  there  were  32?  OSS  of  them  with  100  million  members  o 

The  supply  and  Ea.les  cooperatives,  under  the  guidance  of  the 
state  sector  of  the  economy  and  with  its  assistance,  supplied  their 
members  with  the  necessary  production  materials  and  consumer  goons 
at  prices  which  were  no  higher,  and  sometimes  even  less,  than  market 
prices.  At  the  same  time  they  purchased  agricultural  products  at  ra¬ 
tional  prices  from  the  members  of  the  cooperatives,  thus  ensuring  or¬ 
ganized  commodity  turnover  between  city  and  co^lntry<» 

When  the  rural  markets  were  held  the  People's  "ank  created^ 
operations  groups  to  issue  credit,  receive  rural  deposits,  and  guide 
credit  cooperation,  Tiianks  to  this,  a  great  number  of  scattered  in¬ 
dividual  peasant  farms  were  able  to  complete3.y  avoid  depending  bn  ex¬ 
ploitation  by  trading  and  money-lending  capital  or  at  least  to  reduce 
this  dependence.  The  peasants  could  reduce  or  even  disconbinue  the 
sale  of  their  products  at  the  low  prices  caused  by  seasonal  or  other 
factors,  and  could  sell  their  products  at  rational  prices,  which  en¬ 
abled  them  to  promptly  satisfy  their  requirements  for  industrial  goods 
also  at  rational  prices, 

Thanlcs  to  the  organizing  role  of  the  state  sector  of  the  economy 
and  its  control,  seasonal  and  regional  price  discrepancies,  and  also 
the  discrepancy  between  wholesale  and  retail  prices,  were  reduced  con¬ 
siderably. 

In  respect  to  trade  vrlth  the  peasants,  the  state  sector  of  the 
economy  and  the  cooperatives  followed  the  princrplei  a  sufficiency 
of  personnel,  a  sufficiency  of  goods,  a  sufficiency  of  money,"  This 
principle  served  to  guarantee  the  implementation  of  the  state  price 

policy,  ^  , 

The  beginning  of  organization  of  socialist  trade  not  only  en¬ 
sured  a  reduction  in  price  discrepancies,  but  directiy  supported  the 
circulation  of  the  people's  yiian  in  the  countryside,  D-oring  three 
years  from  the  time  the  money  penetrated  into  the  co’antryside  the 
circulation  of  money  gradually  widened  and  the  functions  of  money 
developed. 
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Becaiise  of  the  considerable  share  of  agricultural  ]^oductloD  In 
ouf  country,  seasonality  causes  changes  In  the  circulatidn  of  money. 

During  thrjse  years,  from  1950  to  1952,  the  total  value  of  in¬ 
dustrial  output  increased  by  I56  percent,  and  the  share  of  modern  in¬ 
dustry  in ,  the  total  value ,  of  industrial  and  agricultural  output  grew 
/:^om  17  percent  to  approximately  .28  percent.  The  ratfe  of  gfovrth  of 
industrial  output  was  relatively  greater  than  the  rate  6f  *^6wth  of 
agricultural  output,  •  '  - 

'  '  She  share  of  industry  in  the  total  output  of  thecouhtry’s  na¬ 

tional  economy  grew  rapidly;  agricultural  production  also  developed 
at  high  rates,  lij  1952  the  total  value  of  agricultural  output  was 
45,9  percent  greater  than  in  19^9;  1,6,,  the  average  annual  increase 
was  more  than  10  percent.  In  the  same  year  the  share  of  agricultxjral 
output  in  the  ..totjsil  value  of  industrial  and  agricultural  ou'fcput  fell 
to  approximate^  72  percent.  The  rate  of  grovrth -was  somewhat  lower 
than  that  of  industry.  The  share  of  agricultiu-al  output  in  the  total 
volume  of  output  of  the  whole  national  economy  also  fell,,  but  was  still 
greater  •than  2/3,;  The  absolute  growth  figures  were'  truly  grandiose. 
Prom  year,  to  year,  after  the  harvest,  receipts  of  huge  amounts 
of  agricuitiiral  products  on  the  market  were  accompanied  by  an  increase 
in  the  amount  of  money  in  circulation,  which  had  a  favorable  effect  on 
reanimating  and.^stabilizlng  the  narket, 

Taking-.the  average  annual  amount  of  money  in  circulation  as  100| 
the  seasonal. variations.,  in  money  appsar  as  below  (oh  the  average  for 
the  "quarter);.-  ,  ■ 

End 

.  First,  Second  Third  Fourth  of  the 

Year  ^garter  Quarter  ^ -Quarter  Quarter  Year 

1950  ,,76.3  '  96,0  89.3  119.2  145,4 

1951  •i76*5  89*0  100,2  129.9  1^3.0 

1952  91,5  ,  .  85,9  94.8  120,3  140.8 

'  .paring  the  fourth  .quarter,! the  season  of  greatest  trade,  the 
amount“of,money  in:  circulation  is  greatest.  On  the  average  the  amount 
of  money  in.  circulation  in  this  quarter  is  approximately  40  percent 
greater  than  during  jbfae  first  and  Second  quarters  '(the  seasons  of  the 
least  amount  of  money  -  fn  circulation),  -and  is  20  percent  greater  than 
the  average  annual  amount  of  money  in  .circulation*  On  the  basis  of 
the  indicator  at  the  end  of  tbe  fourth  quarter,  during  these  three 
years  the  amount  of  money  in-  circulation  was  more  than  40  percent 
greater  than. the  average. for  the  year* 

The  active  role  played  by  the  stable  currency  and  the  introduc¬ 
tion  of  money  into  rural  turnover  in  the  reconstruction  and  development 


of  agJclcultiiral  production  appeared  most  of  all  in  the  creation  of 
exceptionally  favorable  conditions  for  the  expansion  of  conmodity 
turnover  between  city  and  country. 

Further,  the  necessary  conditions  were  created  for  the  expan¬ 
sion  of  socialist  credit  in  the  countryside.  The  People’s  Bank  issued 
large  credits  and,  Jointly  with  the  credit  cooperatives,  mobilized 
huge  funds  in  the  countryside.  By  directly  assisting  the  peasants  to 
develop  their  production,  the  credit  establishments  struck  a  blow 
against  money  lending. 

V 

The. Influence  of  the  Socialist  Transformation 

of  Capitalist  Banking  Establistoents  on  the  Circulation  of.  Money 

Capitalist  banking  establishments  grew  up  and  developed  in  old 
China  during  the  period  of  rule  by  imperialism,  feudalism  and  bureau¬ 
cratic  capital.  Wartime  Inflation  created  a  favorable  soil  for  their 
speculation. 

After  the  liberation  of  all  the  territory,  there  were  crrsT  900 
private  banks  and  banking  offices  In  the  country.  Part  of  these  estab¬ 
lishments,  whose  activity  was  of  a  clearly  speculative  nature,  as  a 
result  of  our  government’s  policy,  were  compelled  to  convert  to  other 
activity.  The  banking  establishments  which  continued  to  exist  played 
a  double  role  during  that  period  of  our  country’s  national  economy. 

On  the  one  hand,  operations  by  private  credit  establishments, 
conducted  with  the  sole  aim  of  extracting  profits,  aggravated  the  cha¬ 
otic  competition  within  the  capitalist  sector  of  the  economy  and  were 
factors  hindering  the  realization  of  the  guiding  role  of  the  state 
sector  of  the  economy.  On  the  other  hand,  during  the  period  when  the 
operations  of  the  People’s  Bank  were  not  yet  sufficiently  developed, 
and  the  share  of  prlvs-te  indvistry  and  trade  was  considerable,  the 
private  banking  establishments,  under  the  guidance  of  the  People's 
Bank,  could  play  a  certain  positive  role  both  in  the  matter  of  mo¬ 
bilizing  resources  and  promoting  normal  turnover  of  funds  of  private 
enterprises  and  in  the  development  of  commodity  turnover  between  dif¬ 
ferent  regions  of  the  country.  At  the  same  time,  since  the  staff  of 
these  establishments  was  relatively  concentrated,  it  was  easier  to 
envelop  their  activity  than  to  envelop  the  activity  cf  the  industrial 
and  trade  enterprises.  This  enabled  the  sta'oe  to  carry  out  the  so¬ 
cialist  transformation  in  the  banking  field  earlier  than  in  the  other 
sections  of  the  capitalist  sector  (private  industry  and  trade.) 

The  basic  path  for  the  socialist  transformation  of  cspite?>iBt 
banking  establishments  was  the  path  of  state  capitalism,  completed  in 
two  stages.  In  the  first  stage,  with  the  purpose  of  guiding  the  pri¬ 
vate  banking  establishments,  measures  were  implemented  to  concentrate 
their  funds  and  their  operations  relating  to  the  transfer  of  promissory 
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kwes,  the  -transfer : of  securities j,  and  reinsurance  and  brokerage  trans* 
actions  in  the  People *8  Bank.  Ihls -was  a  low  stage  of  s^te  capital- 
IsiQ.  It  was  followed  (by  ihe  transf orrnat  ion  of  all  the  aptly ity  of 
these  banking  establishments  on  the  principles  of  state  capitalism, 
beginning  to  1950  and  ending  to  1^2.  All  the  private  btol!»,  as ’al¬ 
ready  noted^.  we^^o  merged  into  a  stogie  Joint  Private-State  B^nk,  which 
conducted  its  actlvi'^  under  the  guidance  of  the  Pec^le  Vs  Bank*  Ihe^^^^^  ^ 
private  banks  which  dPtoed  the  Joint  Bank  were  paid  a  certato  interest 
on  their  invested  capital. 

This  was  the  first  ^otot  institute,  created  at  an  ea^flj^  stage 
from  capitalist  enterprises.  The  practice  of  paying  a  fixed  interest 
on  capital  was  used  in  the  future  during  the  process  of!  transforming 
capitalist,  industrial  and  trade  enterprises  into  Joint  state-private 
enterprises. 

The  transition  to  the  higher  stage  of  state  capitalism  by  form¬ 
ing  Joint  institutes  to  the  field  of  banking  had  a  great  influence  on 
the  sphere  of  the  circulation  of  money.  Here  it  is  necessary  to  note 
three  chief  positive  points.  ,  ^ 

a.  Turning  the  People’s  Bank  into  the  country’s  Settlement 

center  and  introducing  clearing  settlements.  During  the  period  when 
there  were, a  large  niunber  of  private  banks,  settlements  between  so¬ 
cialist  and  capitalist  enterprises,  as  well  as  settleoents  between 
individual  capitalist  enterprises,  were  handled  mainly  through  the 
private  banking  establishments  or  by  means  of  these  banking  establish¬ 
ments  through  the  Pecple’s  Banko  ^  - 

After  the  transformation  of  aH  private  banking  'on  the  princi¬ 
ples  of  a take  capitalism,  settlements  between  socialist  and  capitalist 
enterprises  and  between  capitalist  enterprises  began  to  be  conducted 
through  the  People’s  Bank  (partially  through  the  Joint  Bank  which  was 
under  the  control  of  the  People’s  Bank),  as  well  as  all  settlements 
between  socialist  enterprises «  This  promoted,  in  every  possible 
the  development  of  clearing  settlements,  the  simplification  of  tke 
mechanics  of  settlements,  and  a  saving  of  cash. 

b.  Strengthening  of  the  planned  character  of  credit.  The  ac¬ 

tivity  of  the  private  banks  could  not  be  planned.  Their  credit  opera¬ 
tions  were  pr<xnpted  by  a  pursuit  after  profits,  and  their  activity  was 
guided  only  by  the  consideration  .of  gain,  without  consideration  of 
whether  it  was  suitable  for  the  state  and  for  the  people.  For  this 
reason  the  operations  of  these  enterprises  were  of  a  clearly  chaotic 
and  speculative  nature*  ^  r  , 

After  the  creation  of  the  Joint  Bank,  the  activity  of  the  pri¬ 
vate  banks  began  to  be  conducted  under  state  guidance a  As  a  result 
the  planned  basis  was  considerably  strengthened  and  credit,  to  a  great 
extent,  lost  its  chaotic  and  speculative  nature. 

c.  Reduction  of  the  chaotic  money  turnover  between  port  cities 
and  strengthening  of  control  over  cash,  as  an  inportant  factor  to  the 
planning:  of  the  turnover  of  money.  After  the  transformation  of  all  the 


activity  of  the  private  banking  establishments ^  the  local  divisions 
of  the  People  ^s  Bank  began  to  guide  the  local  bankB  a  This  pro¬ 

moted  a  considerable  reduction  in  the  chaotic  circu^tich  of  money 
between  port  cities#  ' 

Drafts'  and  settlements  between  port  cities  began  to  be  handled 
entirely  through  the  People's  Bank  or  through  the  Joint  Bank  con¬ 
trolled  by  the  People’s  Bank#  This  told  favorably  oh  the  regulation 
of  cash  by  the  Peop3.e*s  Bank  and  oh  the  planned  regulation  of  the  cir¬ 
culation  of  money# 

Kot  only  did  the  socialist  transformation  of  all  activity  of 
the  pri'vate  hanks  favor  the  development  of  a  socialist  credl'i  system 
and  a  strengthening  of  organisaticn  and  planning  in  the  sphere  of  the 
circulation  of  money;  it  also  played  an  active  role  in  realizing  the 
socialist  transformation  in  capitalist  ind'ustry  and  trade o 

VI  ■  ' 

The  Further  Strengthening  of  an  Independent^ 

Unified  and  Stable  Monetary  System 

During  the  period  of  reconstructing  the  national'  economy,  when 
our  covintry’s  economy  was  on  the  upsurge,  there  was  also  an  improve¬ 
ment  in  the  balance  of  payments.  During  these  three  iyears  the  situa¬ 
tion  which  had  existed  in  old  China  for  over  TO  years,  end  in  which 
the  trade  balance  had  a  deficit  every  year  and  receipts  of  foreign 
currency  did  not  cover  Import  raguirea^hts,  was  ended #  Moreover, 
the  development  of  exports  in  every  possible  ■way,  the  increase  in 
receipts  of  a  n on -trade  natxire,  and  the  credit  obtained  from  the 
Soviet  Union  made  it  possible  to  balance  'the  balance  of  payments  and 
even  accumulate  a  reserve  of  foreign  cmTency  and  a  considerable  re¬ 
serve  of  gold.  All  this  promoted  the  strengthening  of  an  independent 
currency  system  in  our  country# 

Since  the  value  of  the  people’s  yuan  was  stabilized  but  the 
cvurrency  of  the  capitalist  countries  depreciated,  it  was  necessary  to 
raise  the  rate  of  exclninge  for  the  yuan  in  respect  to  the  foreign  cur¬ 
rencies  correspondingly  to  protect  our  currency  from  the  effect  of 
the  devaluation  of  the  capitalist  coun'liries « ;  currencies#  Thus,  from 
April  to  December  1952  the  rate  of  exchange  of  yuan  for  dollars  was 
raised  36  percent,  and  for  English  pounds,  30  percent#' 

With  the  purpose  of  strengthening  our  country’s  currency  system 
and  counteracting  the  undermining  activity  of  American  impsrialism  and 
the  Chiang  Kai-shek  elements,  the  State  Administrative  Council,  Oh 
6  March  I95I,  published  the  decree  "On  the  Prohibition  of  the  Export 
and  Import  of  the  Kational  Currency  across  the  State  Border."  The 
decree  provided  tl^t  persens  caught  exporting  or  imporcing  the  na¬ 
tional  currency  across  the  border,  as  well  as  those  guilty  of  sabo¬ 
tage,  and  persons  carrying  counterfeit  notes  of  their  cn-ra  manufacture. 
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were  to  be  handed  oyer  to  the  investigetion  and  le^.l^  organs  with  the 
material' eyidenoe  for  ptoishinent  according  to'  lawo ' 'Forhiddihg- the*^ 
transport  bf  the  optional  currency  across  the’ bbrder^^thessed  to  the 
implementation  of  an’ independent  currency  policjjr,  and'''a]ao  struck  a' 
powerful  blow  againbt'  the  reac’fcionary  sabotaging  'elenientB' Who; were  : 
attempting  tb  l3arm;  bur  ci^  of  money  by' Using  cckmt^erfeit^^ 

notesB'’"'  '  /  ’  '  '  '  '"r'  . 

state  Adjjiinistrative  Cbi^cil  publisiied  the'"^ 
order '’’bn' the,  i^ni;^  for'-Violating  the  State  Circulatioa  of ,  Money 
The  orders  ^bvidedf that for  cO'interf citing  notes  with  ‘cb!n3t;^fi’ovolu- 
tionary  ^rposesy  the  chief  perpetrators  and  trans'^e^sors  wiVih-  atlice 
be  sentenced  to  death  or  to  life  imprisonmenb  *  •  Trahe>^oasorS‘ without 
malice  are  sub  ject  to  life  imprisonment  or  i:!g>risonm^t‘:  to''!^^ 

years,  .i.''  > 

The'  g  on,  justice  and  law/; 'stru^led  agai^^^^ 

the  Cliiang  Ka'i-shek  clique' a’nd  its  toadies  who  forged' people's  money 
for  counterf evolutionary  purposes,  '  At  thi;  same  time,  the  government, 
with  the' aid' of  various  lower  •  oi^ganizations ,  mobilized;' the ’ifes'ses  i^ 
the  struggle,  against  the  obstruction  of  the  cirbulatibn  ■ 
counterfeit' notes «■■■'  ■'  V-. 

Thank?  to  the  warm  support  on  the  part-  of  all’ the  people,  the 
Buccess"'’9f  this  struggle'^  was  ensured,’  strengthening'  oUr;’  country*  s 
monetary  sjfstem  even  more,  ■  It  is  necessary,  ho;7eve'r;;^'^tb  remember  that 
the  struggle 'was  nob  :yet  entirely  -caapleted,  and  therei’ ore '  it '  would  ■ 
have  been’”inewcuaable  t.o' lessen  "'watchfulness, 


t*ecu’llarities'of  the  Circnilation  of  Men  by 
During  the  Period  of  Reconstructing  the  National  Economy 

During'  the  initial  period  of ’ reconstructing  the  national  econray 
the  circulationr'bf  money  ip  our  country,  as  we  saw^;  changed  radically 
as  expressed  in  the  transition  from  inflation  to  a  stable  circulation ' 
of  money,  '  As  the  result  of  the  measveres  implemerited  to  realize  con¬ 
trol  over;  cash  and  'to  b.'^velop  clearing  ’settlements,  money  settleaents  ' 
were  of  ’two  types ;  cash  set tlemehty;^..id  b3'earing  settlements', 

'  ' The'-'-nain. ‘channels  ’thi'bu^^  issued  were:  state 

expenditures -’for  the  p'urchase’  bf  agricvdt’X-al' produo't5'>  ’wage  payment, 
and  purchase  of  products  from  private  enteo-prises,-  ;  The- main  channels  ■ 
through  which  cash’  ’wae  'wi'thdfawn  'wbi's ;  receipt frbm  the  retail  ■trade 
of  socialist  enterprises  and  wholesale  Wle-^’ to  private  enterprises. 
During  the  period  of  t-econs trucking  the  national  economy  the  growth 
of  the  amount  of  money  in  circUIiatioh  exceeded  the  growth  of  commodity 
turnover. 

Because  of  the  exceptional  importance  of  these  changes,  it  is 
necessary  to  describe  them  in  more  detail  so  as  to  better  understand 
their  causes  and  results. 
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1.  Ftom  inflation  to  a  stable  currency*  Erom  the  time  of  the 
formation  of  the  People's  Republic  of  China  to  the  end  of  1952^ 
during  three  years  and  three  months,  the  situation  in. the, sphere  of 
the  circulation  of  money  was  characterized  by  the  following  features. 

In  the  initial  stage  (October  1949-March  1950);  the  cxirrency  was  un¬ 
stable;  prices  in  Shan^aai  rose  more  than  eight  times.  In  March  1950 
inflation  was  checked  and  the  stabilization  process  began*  JPaking 
the  wholesale  price  index  in  March  1950  as  100,  at  the  end  of  1950  it 
was  85o4o  At  the  end  of  1951  it  was  96.6,  and  at  the  end  of  1952, 

90.6.  Thus,  at  the  end  of  1952  prices  were  9#^  percent  lower  than  in 
March  I95O,  The  purchasing  power  of  the  currency  was  being:  fixed  and 
even  increased  somewhat,' 

Beginning  with  March  I95O  money  was  no  longer  issued, to  cover 
the  budget  deficit,  but  was  vised  as  People’s  Bank  resources  for  grant-  , 
•ing  credits.  Bank  credits  were  directed  mainly  toward  eatisi^ing  t.ae 
needs  of  commodity  turnover.  Such  credits,  insured  by  commodities 
and  materials,  promoted  a  circulation  of  money  in  agreement  with  the 
requirements  of  commodity  turnover.  ■ 

During  the  process  of  converting  from  inflation  to  stabiliza¬ 
tion  two  important  changes  occurred , 

a*  There  was  a  tendency  toward  normalization  of  the  velocity 
of  circulation  of,  money.  It  is  known  that  with  a  fixed  total  of  prices 
on  goods,  the  amount  of  money  needed  for  circulation  is  in  reserve 
proportion  to  the  velocity  of  circulation  of  money.  The  faster  the 
money  tu.rns  over,  the  less  of  it  is  required,  end  vice  versa. 

During  a  period  of  unstable  prices  the  velocity  of  circulation 
of  money  is  relatively  high.  With  a  conversion  from  inflation  to 
stabilization,  the  velocity  of  circulation  of  money  decreases  and 
gradually  approaches  normal. 

According  to  the  data  from  an  investigation  of  the  special  re¬ 
gion  of  An-ch’lng,  Anhwei  Province,  in  MaTch  1950  when  price  increases 
had  not  yet  been  completely  stopped,  the  total  volume  of  market  com¬ 
modity  turnover  ■was  over  3o5  million  yuan,  of  which  1*35  million  yuan 
were  accounted  for  by  cash  transactions.  The  amount  of  money  in  cir¬ 
culation  -was  95,000  yuan,  and  thus  the  money  turned  over  14,2  times. 

In  April  1950,  when  prices  began  to  decrease,  the  volume  of  market 
commodity  turnover  exceeded  2,340,000  yuauj^  including  9o6, 000  yuan  for 
cash  transactions,  .  The  amount  of  money  in  circulation  was  126,000  yue.n; 

it  tvirned  over  7o5  .  . 

These  figures  show  that  during  the  short  period  of  two  months 
the  velocity  of  circulation  of  money  was  cut  almost  in  half. 

Data  on  the  change  in  the  volume  of  deposits  end  check  turnover 
for  the  People’s  Bank  and  the  private  banlis  of  Shansi  are  shown  be¬ 
low  (in  percent): 
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January 

>■  -1950^^  ■ :  ' 

April 

■ 

Total  volume  of  deposits  In  banks ; and  bahk^g 
offices 

XlGOiO'  : 

j,.  y  .v,.'  V  ' 

Kumber  of  checks  In  circulation 

100.0 

30,6 

Total  volume  of  check  circulation 

100,0 

60.0 

Average  size  of  check  ; 

.  1.00.0 

168  cO 

Volume  of  check  •burnover  in  relation  to  the 
volume  of  bank  deposits  ? {volume  of  deposits  » 
100) 

635  oO 

2l3p0 

The  tende33cy  foi*  pricea  to  stabiliiie  and  the,  related  huge 
changes  in  the  field  of  the-  circulation  of  money  caused  a  considerable 
expansion  in  credit  opera-^ons  by  the  People’s  Sank  and  private  bank¬ 
ing  offices.  Bank  deposits  in  April  I95O  were  I58  percent  greater 
than  in  January,  and  the  share  of  People Bank  deposits  in  'the  iiptal 
volume  of  deposits  increfe!.sed  from  ^  percent  to  80  percent.  num¬ 
ber  of  checks  in  circulation,  reflecting  settlements  for'  coirartodlty 
turnover,  feiij’by.  7,0.perben^  from  2-}>200,000  in  January  fo  90^/000 
In  April  1950.  The  volume  of  check  settlements  decreased  by  approxi¬ 
mately  30  percenty  and  the  average  size  of  a  check  increased  by:  68 
percent.  This, indicates  a  reductioo  in  the  speculative  nature' of 
trade,  and  Its, normal. development.  This  tendency  appears  espeOially  ' 
clearly  when  ccpparing  the  volume  of  commodity  turnover  in 'hhecks  and 
the  total  volxuBe  of  .bank  'dspoBits  ,  ,  ; ,  ■  '  ■  ■ 

In  Januarj'  1950  'the  total  volume  of  .  check  cir dulatioh  has  6 
times  the  volume  of  bank-deposits,  and  in  April  1950^  yomewhat  over 
2  times,  -  ,  ’  ,  1,;  - 

The  reduction  in  the  velocity:  of  turnover  of  money  is  one  of 
the  causes  for  a  considerable  increase. in  the  amount -of  money  in  Cir¬ 
culation  and  the  higher  rates  of  ^iov^th  in  coBrpea^ison  wit^  the  rates 
of  growth  of  commodriy  turnover. ‘  ;,Thi8. was' espe,^  acute  since  the 
period  of  stablHzatioa  occuc'red  w^eh  ihifla’tion  had  been 'checked, 
b,'  Iiue  to  the  fact  that  the'  drpces'i  of  gtabilr'.ziag'thb'  ciir- 
rency  began  in  March  1950^  immediately  after  an  acute  and  lengthy  In¬ 
flation,  along  with  the  stabilization  of  the  currency  there  was  a  con¬ 
siderable  increase  in  the  amount  of  money  in  circulation  and  the  rate 
of  growth  of  the  circulation  of  money  exceeded  the  rate  of  growth  of 
commodity  turnover. 

The  expansion  in  the  circulation  of  money  was  mainly  caused  by 
the  growth  in  production  and  commcdity  turnover  and  by  the  increase  in 
the  population's  ,ca.sh-  Income,  During  ■tiie  period  ofi.reconstructing  the 
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os'tio&a,!  eccsioxcy  l/he  "total  value  of  industrial  and  agricultural  output 
increased  1)7  73*4  percent,  and  the  total  volume  of  goods  sold  on  the 
market  increased  by  JO  percent©  Taking  "ttie  volume  (rf  sales  of  cer'tain 
important  consumer  goods  in  195 0  100,  in  1952  the  volume  vas.* 


Grain  27l«28 
Yarn  171  A3 
Cotton  cloth  245.76 
Coal  l4lo86 
Kerosene  262.67 
Salt  152.89 
Cigarettes  149.41 


The  amount  of  money  in  circulation  in  1952  "was  approximately 
3  times  the  average  amount  of  money  in  circulation  during  1951;  i.e., 
it  increased  more  than  the  sale  of  such  very  important  consumer  goods 
as  grain  and  cloth. 

From  March  I950  to  December  1952  there  -was  an  uninterrupted 
growth  in  the  circulation  of  money.  The  only  exception  was  the  first 
half  of  1952,  when,  in  connection  \d.th  the  "three  anti’s"  and  five 
anti’s"  campaign,  market  turnover  fell  and,  dtaring  a  short  period  of 
time,  there  was  a  reduction  in  the  circulation  of  money.  Although  the 
amount  of  money  in  circulation  during  the  first  and  second  quarters 
was  much  less  than  during  the  second  half  of  the  same  year,  it  exceeded 
the  seasonal  high  of  the  fourth  quarter  of  the  preceding  year.  During 
the  first  halves  of  I95O  and  1951,  i<>e.,  during  the  quiet  market  season, 
the  amount  of  money  in  circulation  was  less  than  during  the  peak  season 
(the  second  half  year)  of  the  preceding  year.  However,  commodity  turn¬ 
over  was  correspondingly  less  at  the  same  time.  _ 

Taking  the  amount  of  money  in  circulation  during  the  peak  market 
season  during  the  preceding  year  as  100,  the  changes  "taking  place  during 
1950-1952  can  be  represented  as  follows; 


*  Yao  I-ling,  The  Development  of  the  Country’s  Trade  During  3  Years, 
"Great  Achievements  of  the  PRC  During  3  Years,"  People’s  Publishing 
House,  1953,  PP  98-99. 
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The  figures  show,..that  cluririg:  ths  first  and  second  quarters  of 
1950  and  1951,  tin  comparison  with  the.  fou:?th  quarter  of  the  preceding 
year  (the  peak  narket  season),  the  amount  of  money  in;- circulation, 
despite  the  relative  reduction  in  the  volume  of  vcommodity  turnover, 
did  not.  decrease  and  even  incrsasedo  Only  during  the  flrBt:.quarter 
of  1950  did  an  increase  in  prices  cause  a- growth  in  the  clfcula.tion 
of  moneys  '..i 

.  The  amovint  , of  money  in  circulation  during  the’ 'first  half  of 
1952,-although''’le8S- than  in  the  fourth  quarter  of  1951> -  decreased  less 
than  commodity  turnover  decreased  during  the  same  time  0  Considering 
such  factors  as  a  certain  stagnation  in  the  market  during  the  period 
of  the  "three  anti? e "  and  "five  antl-s"  campaign  end- the  related  un^- 
usual  flow  of  money  out -Of  circulation,  one  can  conclude  that  the 
amount  of  money  in  airculation  during  the  first  half  of  / 3.95 2  did  not 
decrease  in  comparison  with  the  fourth  quarter  of  I95I  since  it  cor¬ 
responded  with  the  requirements  of  commodity  circulation  0  During  that 
period,  as -  we  saw, 'prices  were .  stable  on  the  whole*  '  ' 

VJhat  then  is  the  cause  for  the  fact  that  during  the  slack  mar¬ 
ket  season  the  amount  of  money  in  circulation  did  not  fall  below  the 
high  seasonal-  polnt:  of  the  preceding  period  and  even  -Increased?  Why 
didn’t  the  development  of  the  circulation  of  money  correspond  with 
the  growth  of  commodity  turnover  and  ■why,  under  these  circumstances, 
was  there  no  violation  of  price 'stability? 

This  was  due  to  theexpanSion  in  the  sphere  of  the  circulation 
of  money  op  the  base  of  the  development  of  production  and  commodity 
turnover,  to  the  above-normal  increase- in  the  volocltyof  the  circula¬ 
tion  of  mohey>  -and  to  the  development  of  the  ciroulatlon  of  money  in 
the  countryside  and  the  replacement  of  barter  with  commodity  turnover 
using  money*  -  /v.:;/  V'.-.:-  ;d  .U 

With  the  converslon;>from  inf latioh.'.to  stabilization,  as.  the  re¬ 
sult  of  the  -reduction  in ;  the  velocity ;  Of  ttirnover.  of  money,  there  was 
a  shortage;  Qf  money,  and  in  some  regions  there  was  no  money,  at  all'. 
Ifeder  these  .conditions,  the  amount  of.  money  issued  into  circulation  ; 
during  the  peak  market  season  did  not  decrease  upon  the  iarrival  of 
the  slack  sea® on  and  the  reduction  of .commodity  turnover j  money  lid 


not  flow  out  of  circulation  into  the  bank  and  it  was  even  necessary 
to  njake  supplementary  issuances  a  Upon  the  arrival  of  the  peak  market 
season  the  issuance  had  to  be  continued* ,  That  is  why  the  amount  of 
money  in  circulation  Increased  continuovisly  during  the  whole  period 
of  reconstructing  the  national  econoay,  , 

However,  this  was  only  a  temporary  phenomenon  i  In  1952  a  sm- 
den  change  was  nobedr  in  the  spring  the  amount  of  money  in  circulation 
began  to  decrease;  in  the  summer  the  reduction  continued  and  the  amount 
of  money,  in  comparison  with  the  fourth  q.uarter  of  195^^  SiP* 

proximately  7  percent*  It  is  true  that  this  reduction,  as  a^eady 
noted,  had  special  causes  related  to  the  “three  anti’s*  and  j^lve 
anti* s'*  campaign.  But  the  tendency  in  the  sphere  of  the  circulation 
of  money  was  certainly  revealed*  During  this  period  no  significant 
flow  of  money  out  of  circulation  upon  the  arrival  of  the  slack  season 
was  yet  noted*  But  in  comparison  with  195 0  and  1951,  when  the  amount 
of  money  in  circulation  increased  regardless  of  'ohe  season  (on  a  smalleir 
scale  during  the  slack  season,  and  on  a  greater  scale  during  the  busy 
season),  the  situation  began  to  change*  This  was  due  to  the  fact  that 
money  began  to  enter  rural  turnover  in  increasing  amounts;  the  shor'bage 
of  money  was  overcome  on  the  whole  in  most  of  the  I'egions  and  the  sea¬ 
sonal  changes  in  the  amount  of  money  began  to  reflect  the  seasonal 
changes  in  commoiity  turnover* 

The  considerable  increase  in  the  amount  of  money  in  circulation 
during  the  period  of  reconstractihg  the  national  economy/  was  not  at 
variance  with  the  preservation  of  market  stability;  on  the  coEitrary, 
for  maintaining  this  stability  it  was  necessary  to  have  the  correspond¬ 
ing  increase  in  the  amount  of  money  in  circulation*  If  this ^ had  not 
been  the  case  price  variations  might  have  occurred  with  a  related  dis¬ 
ruption  of  market  stability* 

2.  The  steady  development  of  the  organi2;ed  circulation  of  money* 
The  establishment  of  control  over  the  movement  of  cash  and  over  the 
implementation  of  clearing  settlements  was  a  new  era  in,  the  development 
of  the  circulation  of  money  in  our  country. 

During  the  period  of  reconstiucting  the  national  economy  clear¬ 
ing  settlements  developed  extensively  on  the  base  of  the  rapid  expan¬ 
sion  of  the  state  socialist  sector  of  the  economy,  of  which  the  guid¬ 
ing  role  in  the  national  economy'-  strengthened  every  day. 

The  state  economy  is  the  property  of  all  the  people  and,  con¬ 
sequently,  here  the  interests  of  state  and  people  coincide*  At  the 
same  time,  each  individual  enterprise  implements  economid  accounta¬ 
bility,  and  many  types  of  complicated  and  close  economic  relations 
are  established  among  thousands  and  tens  of  thousands  of  enterprises* 
All  the  commodity  turnover,  payments  for  services,  and  other  payments 
between  enterprises  can  be  realized.  thro\’,gb  the  single  state  bank  by 
means  of  clearing  transfers  * 

The  organization  of  divisions  of  the  single  People's  Bank 
throughout  the  country  created  the  prerequisites  for  converting  it  into 
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the  cpuntry*s  settlement  center*  Settlements  arising  iduring- the  proc¬ 
ess  of  economic  relations  between  state  enterprises  and  establishaieats 
and  supply  and  sales  cooperativ^es  are  implemented  through  the 'People's 
Bank  under  the  procedure  of  clearing  settlements*  This  enstires  a 
great  saving  in  the  use  of  cash  and  labor  and  creates  a  ; solid'  base  for 
the  planned  regulation  of  the  circulation  of  money*  All  this  enabled , 
the  government  to  regulate  the  huge  amounts  of  receipts  and  payments, 
amaintlng  to  tens  and  hundreds  of  ml3J-ions  of  yuan,  relatively  easily* 
in  consequence  of  the  fact  that  money  turnover  between  sbcial- 
1st  enterprises  and  organizations  for  the  most  part  began  to' be  han¬ 
dled  by  transfers  through  acccunta  the  People’s  Sg^k^,. and  cash  re-, 
ceipts  and  payments  were  limited  mainly  to  economic  relati-ons  b’etvj’een 
the  state  and  the  population,?  the  chancels  for  the  influx  and  outflow 
of  money  cl:ianged  fundamentally* 

3*  Changes  in  the  channels  of  the  circulation  of  money*  The 
basic  channels  for  the  expendituc'e  of  cash  by  the  state  during  the 
period  of  reconstractlng  the  national  eem^omy  were:'  purchases-  of  ag-  , 
ricultural  products,  payment  of  wages,  and  payment  of  private  enter- , 
prises  for  orders  for  the  processing  of  raw  materials  and  f£»  the  ’ 
purchase  of  their  products.  The  basic  channels  for  the  reverse  flow 
of  cash  were:  receipts  from  retail  sales  by  state  and  cooperative 
ti"ade  and  from  wholesale  sales  to  private  enterprises,  tax  payments, 
receipts  from  the  sale  of  state  loan  bonds,  and  receipts  from ‘de¬ 
posits  and  savings*  ,  ,  n-.r-,'  ' 

In  Northeast,  China  the  change  in  peyments  and  receipts  hf  . cash 
daring  the  yeari  .qf  the,  reconstruction  period,  compared  with  the' de¬ 
velopment  of  f^ail  trade,  appears  as  follows  (in  percent):  • 


19^ 

Retail  trade 

100*0 

175.5 

263.0 

Receipts  of  cash 

100*0 

216..0 

2^3.6 

Payments  with  cash 

100*0 

225.0 

2h9,0 

Thus,  along  -sd-th  a  grorth  in’^the  volume  of  retail  trade,  re¬ 
flecting  an  increase  in  the  populatibn'S  p’jrchasicg  power,  there  is 
a  growth  of  receipts  and  payments  in  cash  and  the  rates  of..;growth '' 
almost  coincide*  '  ... 

Below  are  data  bh  the ,  share  of  the  ihdividu  itexas  in  the  total 
amount  of  receipts  and  ifeyments  with-  cash  in  1952  for  several  regions 
(in  percent);  ,  - 

Total  receipts  of  nash  '.  100*0 

Retail  trade  (state  and  cooperative)  ,  ^3*6 


-  69  - 


Wholesale  sales  to  private  enterprises 
Taxes  (including  the  agricultural  tax) 

Repayment  of  bank  credits 
Other 

Total  cash  payments 

Purchases  of  agricultural  products  (including  grain;) 
industrial  crops and  products  of  local  and  sub¬ 
sidiary  industry) 


18.% 

5.0 

7.0 

26.0 

100,0 


35.5 


Vlages 


Purchases  of  industrial  products  from  private  enterprises  2,2 
Administrative  expenditvures  5 .5 

Issue  of  bank  credits  (mainly  to  agriculture)  I7.8 

The  shares  of  the  above  indicated  individual  types  of  receipts 
and  expenditures  are,  to  a  certain  degree,  t,ypical  for  all  regions. 

But  in  those  regions  where  the  share  of  socialist  trade  is  relatively 
high,  industry  is  relatively  well  developed,  and  there  are  also  rather 
large  purchases  of  agricultural  products  (ibr  example,  Sung-chiang 
Province),  the  shares  of  the  individual  items  in  the  total  volume  of 
cash  receipts  and  payments  differ  somewhat.  The  following  data  il¬ 
lustrate  this  (in  percent); 


Receipts  of  Cash 

State  and  cooperative  trade  60.2 


Industry  l6»l 

Cultural  and  educational 
measures,  public  health, 
municipal  economy  8.2 

Financial  receipts  (taxes 
and  state  loans)  8.2 

Bank  receipts  (deposits)  7o3 

Total  100,0 


Cash  Payments 

Wages 

44,3 

Purchases  from  state  and 

38,0 

cooperative  trade 

Expenditures  for  cultiiral 


and  educational  measures, 
public  health,  and 

4,7 

municipal  econOBy 

Financial  expenditures 

13.0 

Total 

100,0 
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state  and  cooperative  trade  is  the  basic  ctonnel  for.  remo^^ 
cash  from*  c^ircdlatlon;  it  accounts  for  over  60  percent.  o:^  «til  reGeipts  , 
of  cash.  Although  SOB®  regions  the  share  of  whoies^jie  ^les  to  ;  * 
private -entefi^iSes  "is  greater,  in  Sung -chiang  ^wipce^j  where 
is  a  considerabie  nuiitoer  of  s^lali'st  enterprises,  retail  ^ 
counts  ;f(»  4-  very  high  Share  of  cash  receipts.  ,  <  ^  ^ 

If  we  examine  cash  payments  on  a  country-widS;  scaW^  ^ 
of  agriciilturdl  ja^pducts.  stand  in  first  place;  as;  a  .;r^ui4^  a 
great.seesohal’ change  in  them.  ,  .;  .y  . :  : 

In  Sung -chiang  Province  (with  a  large  share..of.^inda3tiT)  4he 
first  splace  in  cSsh  pa;^nts  is  held  by  expenditures  for  >wago3,;  which' 
are  distributed  throughout  the  year  relatively  equailyi  , .  As  in^^ 

Izaticn  develops  4he  total  wage  fund  gradually  increases,,^,.  .  . 

In  ■the  fieW  of  regulating  end  organizing  the  qirculetipn  of 
money  it  is  of  great  importance  to  relate  the  amounts  laid form 
of  wages  With  retail  trade,  and  purchases  of  agricuHiwe.i  products  wi'th 
agricultural  production  end  supplies  of  consimer  goods  ;.to  the,  country¬ 
side,  '■Vv'- 

As  the  -result  of  the  development  of  the  org^lzed  calculation 
of  money,  money  began  gradually  to  circulate  within  pertain  channels • 

It  enters'circulation  mainly  thraagh  the  channels  of  porchases  of  agn 
rlcultural  products  and  -wage  payments,  and  flarfs  into,  tte  bank  through 
socialist  trade 'Channels « 

The  Peopled  ®ank«s  cash  plan  reflects  the  structure  of  workers' 
and  peaseirbs*  cash  income,  and  tbs  structure  of  their  ^expenditures  for 
the  purchase  of  industrial  materials  and  consumer  goods ,  The  cash  plan 
and  its  execution  can  serve  as  an  instrument  of  control  for  state  or-  . 
gans  in  thefield  of  financial  and  economic  work. 

During  the  -  period  of  reconstarictlng  the  national  econony  'the 
atSte  socialist  sector  of  the  econony  was  de'reloped  great ly.,;  At  ;  the  • 
same  time,  under  the 'guidance  and  with  the  assistance  of  the^  state  *  v 
sector,  national  Jbapitaiist  indus'try  and  trade,  in  the  past  suppressed 
hy  imperialist,  feudal  and  bureaucratic  capital,  also  developed. 

However,  the  essence  of  capitalism  is  a  pursuit  after  profits 
and  chaotic  competition,  while  the  essence  of  a  socialist  ecpnoi^  is 
concern  over  the  good  of  the  people,,  and’  ■the  planned  development  of 
productive. -forces-.  That  is  'wly '  the.  struggle  between  the  socialist 
economy  )and  -the 'capitalist  ebonomy  rfepresen^d  the  chief  contradic¬ 
tion  in  economic  life  dwing  the  whole  period  of  .reconstructing  the. 
national  economy,  ^  Our  government's  policy,  directed  ^  use,  .  * 

limi'tation"  and  trahsfdfm^itlon  of  capitalis't^^  ihdW  and  trade,  was  .  > . 
the  path  tc^rd  the  solution. 

During  the- pex’lod  of  1950-1952 'Wuf  country  na'tional  economy, 
developed  rapidly.  The  following  data  illustrated  this, 

"In:  the  field  hf  indus-trial  production,  'Taking  •the,  volume  .of.  .  ■ 
Indus'fcrlal  Ohtput  diirihg  the  record  befoi'e  .the  liberation  (1936)  ' 
as  100,  in  1952-‘pig  if  on -output  wds  ^;5,  steel  output  was  1^5  >  coal  . 
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•output  was  102,  electric  power  outpit  was  121,  petroleum  output  tree 
136,  cement  output  was  124,  cotton  yarn  output  was  l44,' cotton  cloth 
output  was  204,  flour  output  was  123,  and  paper  output  was  226<,  It 
is  apparent  from  these  figures  that,  with  the  exception  of  pig  iron, 
output  of  all  other  types  Of  industrial  products  was  greater  than  the 
highest  previous  level » 

3h  the  field  of  agricultural  production.  3h  1952,  taking  the 
record  year  before  the  liberation  as  100,  production  of  ^ain  was  IO9 
and  of  cotton,  155 « 

In  the  field  of  domestic  trade.  The  volume  of  sales  on  the  uar- 
ket  in  1952  was  70  percent  gerater  than  in  1950.  Taking  state  trade 
turnover  in  195 0  as  100?  In  1952  the  total  volume  of  purchases  was 
459,  and  of  sales.  429. 

In  the  field  of  finances,  toing  three  years  (1950-1952),  not 
only  was  the  state  budget  balanced,  but  some  excess  of  revenues  over 
expenditures  was  achieved 0  In  the  1952  budget  revenues  were  4lo6o 
percent  greater  than  in  1951,  and  expenditures  vrere  55.52  percent 
greater.  Over  50  percent  of  total  budget  expenditures  were  for  eco¬ 
nomic  construction,  culture  and  education. 

The  value  of  industrial  output  in  the  aggregate  value  of  in¬ 
dustrial  and  agricultural  output  Increased  from  17  percent  in  I949  to 
approximately  27.3  percent  in  1952.  Daring  the  same  period  the  ■ralue 
of  producer  goods  in  the  total  value  of  industrial  output  increased 
from  32,5  percent  to  40  percent. 

The  share  of  output  by  state  industry  in  the  aggregate  va3,ue 
of  industrial  output  was  canly  26.3  percent  in  1949?  and  in  1952  it 
had  increased  to  4l  percent  (in  addition,  output  of  jo?2it  entei-prisea 
amounted  to  5  percent,  and  that  of  cooperatives  amounted  to  3  percent). 

The  share  of  the  state  sector  in  wholesale  trade  was  64  percent, 
and  in  retail  trade  of  large  cities,  32  percent.  In  foreign  trade, 

90  percent  of  total  txirnover  was  accounted  for  by  state  organizations. 
(These  figures  on  the  development  of  the  national  econony  have  been 
taken  from  the  collection,  "Economic  Successes  of  New  China  During 
3  Years,"  pp  IO5-IO8,  198.) 

The  People *s  Bank  of  China  opened  divisions  throughout  the 
country  and  became  a  large,  single  state  bank  of  the  socialist  type, 
turning -gradually  into  the  country's  c€,sh  and  settlements  center  and 
into  a  center  for  issuing  short-term  credits. 

In  1952  the  period  of  reconstru.oting  our  national  economy  ended. 
The  task  which  Chairman  Mao  Tae-tung  set  forth  in  June  1950?  to  achieve 
a  fundamental  breakthrough  in  the  country/’ "S  financial  and  economic 
situation  in  three  years  or  a  somewhat  longer  time,  was  completed 
ahead  of  time. 

The  semicolonial,  semifeudal  economy  of  old  China  bad  been  left 
in  the  past.  During  the  transition  period  from  capitalism  to  socialism 
the  foundation  was  laid  for  the  creation  of  an  independent,  new- 
democratic  system  of  econony. 
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The  reconstruction  of  the  national  economy  prepared  the  con¬ 
ditions  for  the  in5)leinentation  of  the  First  Five-Year  Flan  for  the 
development  of  the  econpay,  end  for  the  transition  to  planned  so¬ 
cialist  construction  and,  socialist  trans format ion o 

All  this  als6'ci;used  changes  in  the  nature  of  the  circulation 
of  money.  Inflation  was  halted,  money  began  to  be  issued  in  agree¬ 
ment  with  the  requirements  of  commodity  turnover,  the  sphere  of  the 
circulation  of  money  was  expanded,  and  the  velocity  of  circulation 
of  money  was  normalized .  The  functions  of  money  which  had  been  dis¬ 
rupted  by  inflation  began  to  develop  in  every  possible  way,  and  our 
currency’s  dependence  ;On  the  currency  of  the  US,  England  and  the 
other  capitalist  governments  was  conclusively  eliminated*  The 
people’s  jman  accuired  exceptional  etabllityo  ^  ^ 

An  independent,  unified  and  stable  monetary  system 'vas  ^created 
in  the  People’s  Eepublicdf  China  and  was  strengtheningo'  On  the  bas 
of  the  development  of  the  state  and  cooperative  sectors  of  the  econ¬ 
omy,  the  conditions  fct?  the  planning  of  the  circulation  of  money  were 
developing  rapidly.  , 
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-  Tbe’  Clxculatl^^^  the  ibltlai;  ...  ^ 

of  the  First  Five-Year  plan  for  tha^Ifeveibpiflerit;  of  the^" 

Th**  Development  of  thO  National  Fcohoi^  '  ' 

.  ,  Lltoing  theilhm  the  First  FlW*Yeaf;|^n.  . 

1953;was  the:  ;first  year  of  «ae  First  Five-YOar^  ^ian^f&'^^ 
development  of  the  national  eoonoriy  of  the  People's  |epublib' of  Chi^^ 
Our  government,  having  successful!^  completed  reconstructing  the  nsi-  ' 
tional  .economy,  was ! entering  the  period  of  planned'  eobtiomlc  oonBtrhc-  , 
t ion.  -  The  great  changes  in  the  national  economy  nathralify  bould;,n^; 
but  have  a  dedislve  . affect  on  the  circulation  of  money;' 

D\u:jn&^  t^^  of  the  First  Five-Year  Plan  the ;  policy 'Was  .  ^ 

to  "concentrate  the  main  efforts  on  the  development  of  heavy  industry, 
and  on  the  establishment  of  bases  for  industrializing  the  country  and 
for  modern  defensej  to  appropriately  develop  transportation,  light 
industry,  agriculture  and  trade;  to  train  the  appropriate  numbers  of 
construction  workers;  to  gradually  convert  agriculture  and  cottage 
industry  to  a  cooperative  basis;  to  continue  the  work  of  transforming 
capitalist  industry  and  trade;  to  ensure  a  steady  growth  In  the  share 
of  the  socialist  sector  in  the  national  economy;  to  use  individual 
agriculture,  cottage  industry  and  capitalist  industry  and  trade  cor¬ 
rectly  at  the  same  time;  and  to  ensure  a  gradual  increase  in  the  ma¬ 
terial  and  cultviral  standard  of  living  of  the  people  on  the  basis  of 
the  development  of  production."  (Chou  En-lai,  Report  on  the  work  of 
the  government  at  the  First  Session  of  the  First  Convocation  of  the 
All -China  Congress  of  People's  Representatives,  Gospolitizdat,  1954, 
p  4) 

Following  the  policy  of  concentrating  the  chief  efforts  on 
heavy  industry  and  creating  bases  for  the  industrialization  of  the 
country  and  the  strengthening  of  state  defense,  the  People's  govern¬ 
ment  invested  huge  amounts  in  capital  cca^struction,  mainly  the  con¬ 
struction  of  heavy  Industry  projects. 

Budget  appropriations  for  economic  construction  during  two 
years  (1953-1954)  amounted  to  20  billion  yuan,  exceeding  by  more  than 
56  percent  the  amount  of  capital  investments  d\iring  the  three  years 
of  the  reconstruction  period,  which  had  amounted  to  12.8  billion  yuan. 
The  volume  of  capital  investments  utilized  in  industry  in  1953  was  96 
percent  greater  than  in  1952,  Thus,  the  rate  of  growth  of  state  in¬ 
vestments  in  capital  construction  was  very  high* 

The  annual  Increase  in  the  total  value  of  indtiatrial  output 
during  the  reconstruction  period  amounted  to  an  average  36.9  percent. 
With  the  conversion  to  planned  economic  construction,  the  rate  of 
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development  of  industry  fell  somewhat,  but  continued  at  a  compara¬ 
tively  high  level*  The  total  value  of  Industrial  output  in  1953 
33  percent  greater  than  in  1952* 

Ihe  natural  disasters  occurring  in  our  country  in  1953  and  the 
serious  flooding  in  the  Yang-tse  and  Hwang -ho  river  basins  in  195^ 
served  as  a  serious  caviise  for  the  nonfulfillment  of  the  agricultural 
production  plans.  ,  Hevertheless,  the  grain  harvest  increased  every 
year .  ^  ’ 

During  the  first  two  years  of  extensive  economic  construction, 
agricultural  production  as  a  whole  increased  but  its  rate  of  growth 
fell  somewhat  in  comparison  with  the  recons tructicn  period.  In  1953 
and  195^+  the  annual  increase  in  the  grain  harvest  amounted  to  about 
2  percent  in  comparison  with  1952,  and  cotton  output  fell  by  several 
millions  of  tan.  The  natural  disasters  were  objective  causes  affect¬ 
ing  plan  fulfillment,  ^ut,  at  the  same  time,  another  ne^tive  factor, 
was  fully  revealed  —  the  development  of  productive  forces  in  agri¬ 
culture  was  being  held  back  seriously  by  the  presence  of  the  individual 
farms . 

In  this  connection  the  task  of  gradually  transforming  agricul¬ 
ture,  lagging  in  comparison  with  Industry,  by  means 'of  the  extensive 
development  of  a  campaign  in  the  countryside  to  increase  production 
on  the  base  of  mutual  assistance  in  labor  and  cooperation,  appeared 
to  its  fullest  extent. 

In  the  winter  of  1953  and  the  spring  of  1954  a  campaign  de¬ 
veloped  throughout  the  co'untry  to  implement  the  party^s  general  line 
dxiring  the  transition  period;  centralized  purchases  and  sale  of  grain 
were  being  realized,  and  the  movement  for  mutual  assistance  and  coop¬ 
eration  in  agriculture  was  developing  widely.  Thanks  to  these  meas¬ 
ures  the  peasants »  socialist  consciousness  improved,  and  the  movement 
for  the  socialist  transformation  of  agricult’ore  developed  rapidly.  By 
the  end  of  1954  over  60  percent  of  all  peasant  farmis  in  the  country 
were  consolidated  in  mutual  assistance  brigades  dnd  cooperatives;  by 
that  time  there  were  Over  400,000  agricultural  producers  cooperatives. 
There  were  over  l60  million  members  of  supply  and  sales  cooperatives. 
There  were  over  100,000  credit  cooperatives;  more  than  80  percent  of 
the  countryside  already  had  credit  cooperatives.  The  tendency  toward 
chaotic  capitalist  development  in  the  rxiral  economy  was  limited  sharply 
and  a  strong  blow  was  delivered  against  exploitation  by  money  lenders 
and  speculative  trade. 

The  huge  state  investments  in  heavy  industry  required  colossal 
sums  and  a  long  asslmd-lation  period.  Meanwhile,  state  revenues  were 
increasing  relatively  slaw.'ly.  At  the  same  time,  since  the  production 
of  producer  goods  was  increasing  faster,  the  greater  part  of  indus¬ 
trial  output  could  not  go  directly  toward  supplying  the  population 
with  consumer  goods,  number  of  workers  increased,  wages  increased, 
the  total  wage  fund  increased  steadily,  and  state  piirchases  of  agricul¬ 
tural  products  and  products  of  subsidiary  industry  expanded.  All  this 
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led  to  the  fact  that  tl]»  i«>P«3atl6n*e':pui“clli^^^^ 

than  the  production:  rOfuCODBumer  gocjdsv  ■  r.  ^  ^ 

Based  on-  the  development  of  agricmltural  ai^,;  industrlal’-'^^c^^^^ 
put ,  commodity ,  turhoveap:  expanded  every  day •  ’  ’  ^he  total  voluafe  :^of  re- 
tail  sales  in  32.5  htliioh  yuan,  20  percent  higher 

than  the  195'2  level,. ^and^i^^  10  percent:  greater 

than  in  1953V  ^tatevaad- cooperative  trade  abcouhted  for  over  50  per¬ 
cent  of  the  total  volume  of  retail  sales  at  the  end  of  1^.4  and  fcr 
over  80  percent  .  Of  wholesale  sales  o  This  grovrth  became  especiaH^^^ 
noticeable' in,  tie  -winter,  of ,  1953  -when'  the'  state  began  to  implement  '  ^ 
planned  purchases  of  grain, toil  products,  cotton  cloth  and  cbtto»>  ^ 
also  supplying- the  pcpula-bion  with  these  ■  goods  in  a  planned vmanner. 

In  this  cor!n^ction,l4oint';state-prit-£.te  enterprises  began  tolgrowy> 
state  orderk'- to ‘private  enterprises  for  the  processing. -of  ■  -  ■ 

terials  and' semlnanufactures  and  the  manufacture  of  finished  prod'u.sts 
began  to  Increase,,  nnd  as:re.ements  fc^^  centralized  purchase,  and 
sale  of  the tP  products  began  to  be  concluded  0 

The  wiu-e  of  industrial  goods  purchased  by  the  state:  froim'^  pri^ 
vate  industry  thr.ough  theA  system  of  orders  for  the  processing  iOfdraW'-- 
material  and\f^;  f^^  also  of  centralized^purchasea 

and  guaranteed  sale,  .comprised,  in : eight  of  the  country's  largest 
cities,  over  80,  percent. ;.of  the  value  0  by  private  industry.' 

The  lafle '  private  wholesale  stores,  concerned  with  the  ..Sa'le‘  of 
grain,  fat  and  cotton  cloth,  vers  converted  into  intermediary  or  com - 
mission  stores, ^trading  according  to  instructions  from,  the  state’ .icnr- 
cooperative  trade  .'or ^ns.  o^hus,  the  guiding  role  of  stai:^  and; coop¬ 
erative  trade  was  considerably  .strengthened a  o 

With  the  development  of  production,  the  expansion.:. of  .commodity 
t-urnover,  and  the  increase  ‘in  the  share  of  the  socialist  sectQp,'’the 
volume  and  aSSkrtmeat  of  products  distributed  -by  the  state.  .iD  :a  - ■ 
planned  way  incr,e!a,if®d»  -  .The  'increase  in  the  share  of  state  and  coop¬ 
erative  trade,  tW.  jrapid  Gonve^^  of  private  industry  and  trade ' 
along  the  line  of  state  capitalism,  the  planned  purchase- and  sale  of 
certain  basic  c?^®tm®^  fi^Pds,  all  this  fundamentally  changed  the  situ 
ation  in  statb,  trade,  and  increased  its  ro^ as.  socialist  trade.  Or¬ 
ganized  ,  planned  cO^odity  turnover  ih  vhe  moet_ vimportant  production 
materials  and' c.Oiisumer  gocd&  increased,hocdbly^'',.  ,-  v;  ;^  v;  'v  ' 

Ccaiimddlty  .pi^no'ver  :  between  city  ascd  cOunt-ry  cone  acted  .throu^  ■ 
state  and  cooperati-ve  Prade  channels  held  a  ,uredomlna,nt:  pl0,ce!f  ' ’Ji*i- 
vate  capitalist  trade  relations 'between  port,  cities  .v?re,  cons id'erab.iy 
curtailed.  After  .the  conversion'  of^  akny  private, ipto;'  inter¬ 
mediary  and  commission  stores-,;-their  'coiBmodity.turiiover,  to  a  great 
degree,  began  to  be  controlied  and;  regulated 'by  the  state  pisoning 

organs.-  p..'-'"/ 

The  expansicm.  cf  the  ca’ganized  mark^^  created  excepticmia-lly  ' ' 
favorable  conditi'dhs  for  the  development  of  planhed,  organized  eir-  ' 
culation  of  mph^r.,'  .  ,  ,  ;  t  ^  ' 


The  situation  in  state  finances  in  1953  favorable :  not 
only  had  the  budget  been  balanced,  but  there  was  even, some  excess  of 
revenues  over  expenditures,  naking  it  possible  to  increase  credit  re¬ 
sources  to  a  certain  degree#  j  . 

Iferket  prices  were  stabilized.  During  1953  there  was  a  PaR 
percent  increase  in  prices.  Prices  on  certain  goods  (^ain  and  cer¬ 
tain  secondary  focsd  products)  increased  by  9  percent, , but  prices  on 
yarn,  cloth,  various  manufactured  goods,  and  products  of  local  and 
cottage  industry,  :fello  Kie  increase  In  prices  on  agricultural  pro¬ 
ducts  and  the  reduction  in  prices  on  industrial  products  caused  price 
discrepancies  to  be  reduced;  this  promoted  the  development  of  produc¬ 
tion,  the  strengthening  of  the  union  between  workers  and  peasants, 
and  the  normalization  of  the  circulation  of  money. 

During  the  period  under  consideration,  along  with  a  steady  ex¬ 
pansion  of  socialist  construction  concentrating. on  heavy  industry,  the 
contradiction  between  the  socialist  and  capitalist,  economies  and  be¬ 
tween  the  socialist,  cooperative  sector  of  the  economy  and  the  small 
peasant  individual  fescms  became  ccntinually  metre  evident. 

The  economic  law  of  conformity  between  production  relations 
and  the  nature  of  productive  forces  required  the  rapid  implementation 
of  socialist  transfornation  in  agriculture,  cottage  industry  and  capi¬ 
talist  industry  and  trade.  The  changes  in  production -relations  were 
to  definitively  influence  the  circulation  of  money,  which,  in  its  turn, 
was  supposed  to  actively  promote  the  socialist  transformation  in  the 
country, 

II  . 

•Hie  Influence  of  the  Planned  Pu:.’chase  and  Sale 
of  Basic  Agricultxiral  Products  on  the  Circulation 
of  Money  in  the  Countryside 

With  the  completion  of  the  agrarian  reform,  the  small  peasant 
farms,  having  broken  the  fetters  of  feudal  preduption  relations, 
started  to  expand  agricultural  production.  The  state,  guiding  the 
upsurge  in  agriculture,  assisted  it  in  various  ways.  Already  by  1952 
the  grain  harvest  was  %  jpercent  greater  than  in  19^9#  anil  'tlie  cotton 
harvest  was  191  percent  greater. 

During  these  years  ow  country’s  population  ijjcreased  by  ap¬ 
proximately  6  percent,;. and  grain  production  increased  by  45  percent; 
l,e,,  there  was  an  average  per  capita  growth  of  more  than  one  third. 
The  amount  of  commodity  grain,  concentrated  in  the  hands  of  the  state, 
increased  by  20  percent  during  the  agricultural  year  (from  July  1951 
to  June  1952)  in  con^arison  with  the  same  period  of  the  preceding  year; 
moreover,  the  increase  was  not  only  absolute  but  also  relative,  since 
its  share  of  the  gross  grain  harvest  increased  by  1.^  percent  (from 
18,7  percent  to  20,4  percent),  Thanks  to  the  growth  in  grain  produc¬ 
tion,  the  share  of  commodity  grain  Increased*  The  grain  situation  was 
comparatively  favorable. 
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Dwing  ihe  firpt  of  i^i;.an  .loifavorable  situficttob  de-  '  ^ 

veloped  resppct^  tp’ Pl?ate  grain;  piiifehase  and ■  >  ^ 

sale  pldris  *  ' 'Altjboug£  there  was  a  bumper  harvest -in:  ,  1952>r  ataounting  to^ 
327  billiGD  chin  ,(9  pe;:cent  higher,  than  thai. record  year  fbefore  the'  ■ 
liberatiQp;^:and,  |ljBer^pt^h4^e^^^'^^  ;195i)>  the  amounti'  of  cem*-  ■ 

modity  graih^  concentrated  :  ,  the  hands  of  the  state*  (including  state 

deliveries,  and  pxhrchasepf^d^  the  market  ).  Increased  by ■  only-’ percent 
during  the'  i952risl,3  agricultural  sales  of  gfalnvcn  the 

domestic  jaarketincreasediby  85  percent®  The  share  of  grain ''concen¬ 
trated  in.  the  hands  of  the  State  fell  from  20*4  to  I89I  percent’  of 
total  grain  product ipn,  pr  .by  ,. 2 o3  percent®  The  growth  In-^  ' 

grain  exceeded  the 'g^cwi:h  in  grain  .purchases  by  more  thanMO' times  i  ’ 
The  lag  in  the  production  of  grain  behind  the' requirements  of 
developing  indus't^y  became  especially -evident  ■v/ith,  the 'beginning  of 
the  impiemehtation  of  the  Five-Iv^ar  ^lan.  .Grain  production  in  i9§4 
was  approx isiiately  3  perCSht  sreatey  -bhan  in  1952,  while  industrial 
output  had' increased  .-b;^ 53 <»7  percent®  ’  '  -  ‘  ' ' 

In  connection  .with,  the  fact  that  the  output  of  asrlcultitral' 
products  ,(mainiylfood  crops  )  lagged,  behind  the  requirements  -for  the 
development  of  industry,  and, did  not- fully  Satisfy  the  popula-tion'S  - 
demand,  the. following  .difficul^^  arose  in  the  field  of  solving  the 
grain  problem:;  supply,  caused  by  the  demhnd  for 

commodity  grain  heihg  greater  than  .deliveries;  difficulties; -in -the 
fodder  supply,  which  affected  the  development  of  livestock  raising;  ■ 
the  impossibility  of  increasing  the  area  sown  to  industrial  crops® 

This  could  not  but  have  a  negative  effect  on  the  supply  of  raw  ma¬ 
terials  for  industry,  and  subsequently  on  the  development  of  light 
industry®  .  ' 

Under  the  condltiqps;  of  existence  of  a  private  market^  traders 
and  kulaks  made  use  of  the  gap  between  ®:ain  pr eduction  and  demand  to 
obtain  speculative  profits®  The  speculative  elements  bought  up  grain, 
accumulating  reserves®  J^ny  of  the  private  entrepreneurs  who  wefe 
not  formerly  engaged  ip  grain  transactl.ons,:  also  began  to  accumulate 
huge  amounts  of  grain  products  * '  ‘  ’ 

Grain  jpr ices'  rose  ®'  In, .the-^ spring';  of 1 1953  grain; prices  in  the 
markets  of  such  iraportant,  grain  regions  ;  ag‘.jpunaD,  ..Ktai3’gsi,  Shantung,  ' 
Hopeh,  Aiihwei  and' Shensi  provinces  were  30  cr*even  50  percent  higher 
than  state  trade  company  .prices o  .  ■ 

The  peasants,  especially: , prosperous y  rref rained  from  selling 
the  grain®  .  Untii  the  begirinins.ofi centralized  purctes©  and  Sale,  in 
some  regions  (for  ex^ple,  Chi->J:an.Coiaity.y:'Eopeh';Provlnce)  thevamc^ 
of  commodity  gnain  stored  up  by  the  ..peasants -comprised  25  percent  of 
the  harvest, ; arid.  1»^  village  .over  .40. percent  of.  the  peasants 

used  their  siirplua  money,  to  buy  up  .and  store  grain®  -•  ' 

The  chief  .cause  .'for  the  lag  in  the  .production  of  grain  behind 
the  requirements  for  the  deiveiopment  of  industry  was  the  System  of  ' 
dispersed,  backward,,  smalX-acale  peasant  farmsv  . 
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The  basic  procedu.re  for  solving  the  grain  problem  was  to 
gradually  create  cooperatives  In  agriculture,  and . the  fundamental 
method  for  o-rer coming  the  chaotic  and  speculative  activity  on  the  pri¬ 
vate  market  caused  by  small-scale  commodity  output  was  the. method  of 
planned  purchases  and  sales  of  grain  by  the  state. 

Beginning  with  the  winter  of  1953  planned  purchases  and  the 
planned  supplying  of  grain  and  other  important  agricultural  products 
(cotton,  oil  seeds,  etc«)  struck  a  crushing  blow  against  the  specu¬ 
lators,  the  private  traders  and  kulaks.  The  capitalist  elements  in 
city  and  country  were  squeezed  from  the  grain  market  on  the  whole. 

At  the  same  time,  a  peasant  grain  market  without  pr5.vate  tre^dsr  was 
established  in  the  country  under  etate  guidance,  with  the  task  of  dis¬ 
tributing  grain  in  the  countryside.  The  private  retail  stores  in  the  ■ 
cities  were  permitted,  under  state  control,  to  sell  grain  at  the  In¬ 
structions  of  the  state  food  company.  The  seasonal  and  regional  d;'.f- 
ferences  in  grain  prices  were  eliminated  or  reduced,  and  on  the  whole 
exploitation  of  the  grain  producers  and  consumers  was  eliminated.  Thus 
a  planned,  organized  grain  market  grew  up,  socialist  in  character. 

This  was  a  great  victory  for  bur  people  in  the  field  of  solving  the 
grain  problem. 

The  share  of  commodity  grain  in  total  gi'ain  production  in¬ 
creased  from  18  percent  in  the  1952-1953  agricviltural  year  to  2h,'J 
percent  in  1953-1954;  grain  purchases  during  this  period  increased  by 
39  percent,  and  sales  by  33  percent,  i.e,,  the  growth  in  purchases 
exceeded  the  growth  in  sales.  There  was  also  some  increase,  in  state 
reserves  of  grain. 

After  the  adoption  of  the  policy  of  centralized  purchase  and 
sale  of  agricultural  products ,  trade  with  tens  of  millions  of  peasants 
began  to  be  implemented  laainlv  through  the  socialist  trade  organiza¬ 
tions  »  The  state  began  to  purchase  agricultural  products  in  a  planned 
way  through  the  socialist  trade  network.  Socialist  trade  was  given 
an  important  task  —  the  Implementation  of  purchases  of  agricultural 
products  and  the  supplying  of  peasants  with  the  necessary  production 
materials  and  consumer  goods,  -he  state’s  new  trade  policy  and  the 
extensive  development  of  credit  cooperatives  played  an  important  role 
in  strengthening  the  circulation  of  money  in  the  countryside.  The 
most  important  changes  in  the  sphere  of  the  circulation  of  money  in 
the  countryside  were  the  following. 

First,  state  and  cooperative  trade  became  the  mp.in  channel 
through  which  money  flowed  into  circulation  in  the  countryside  and 
was  withdrawn  from  circulation i  This  resulted  in  the  rapid  growth 
of  turnover  of  supply  and  sales  cooperatives  and  in  a  limitation  in 
the  sphere  of  activity  of  priva-te  persons.  The  basic  channel  for 
putting  money  into  circulation  was  pus-chases  of  agricultural  products 
by  the  state,  and  the  basic  channels  for  withdrawing  money  from  circu¬ 
lation  were  supplying  peasants  with  production  materials  ’  and  consmer 
goods  throu^  the  local  supply  and  sales  cooperatives  • 
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Belcjw  are activity  :bf ''the  siippiy  and  ealeb  cp^-  _ 
eratives  and  of  ]^lviti?  trade  before  and  after  the  conveys iph  tp  ;  ^ 
planned 'i^fchases  of  ^atn  In  Caiang-c^  Village,  One^pf  .  tM  poun-^  ;  ' 
try’s  lafge' grain  iWglbns!  -■  .V ^  . . 

r"T  V-  v: 

''^rd-i^rte^^  '  ■  Itth' Quaftef  '■ 

Total  grain  purchsises  16;,261  100,0  55^301  100,0  '  J4-^>23  ibO.O 


Supply  and  sales 
cooperatives 


*  13,357  82o3  5i^,399;  ^ 


Primte  trade  ■  ■  2g9^  I?*?  902  lo6  . . 


Total  sales  of  goods  :  ■  19,121  100.0  21^,021  iaOoO";:lfe^^e;  100.0 


Supply  and  sales  /  ^  ^  « 

cooperatives  14,876  77o9,  19,^7^  93»9,.'^,3^ 

Rri'irate' trade  '  V  ‘  4,245  '  2201  1,275 

Thua,  - with  the- covers  ion  to  a  policy  of  centraiiaed  ,  planned 
p\irchases  of  grain,  the  socialist  trade  network  began  to  buy  a^icul 
tural  products"  dife^ly' from  the  peasants  and  to  supply  them  with  every 
thing  they  heeded.  ■  As  a  hesult,  the  share  of  socialist  trade  rose  con¬ 
siderably  both  in  purchases  of  agricultural  products  and  in,  tfe  sup¬ 
plying  of  goods;  Although  there  are  differences  in,  the  .absolute  fig¬ 
ures  for  different  repbns,  the  general  tendency  was  the'  aame.;  Ac¬ 
cording  to  an-  ihvestigatibn  of,  38  peasant  farms  in  Hsd  .village,  Shansi 
Province  (a  cbtton  region ),  of  the  peasants’  total  cash  Revenues 
d\iring  the  yeaf^  53  pdfcent  was  received  from  supply  and  bales  coop¬ 
eratives,  l8, 4  percent  was  received  from  the  hank,  credit  coopera¬ 
tives  and  Other  state  estabIisWntB,'  -;23c;9  percent  was  received  from 
peasants  ih  the  form  of  mutual  aettlements'^^  Only  4.7 
received  from  private  tradersc 

Second,’  there  were  changes  ih  the  n,ature  pf  peasants  ’;  revenues 
and  expenditures .  Small'  pUfchasbS  of  -nmnUfacturgd  g  by  peasants 
immediately  after  small  salOs  were  replaced  by;a  greater  coheentra- 
tion  of  revenues  and  a  dispersal  c^ehpenditufes.  This  meant  a  fur¬ 
ther  de'»/elbpment  of  the  mchey  economy  in  the  countryside.  '  ,  . 

The  following^  figures  show  the  proportion  of  peasant^’ . expendi¬ 
tures  and  eXpendittifes  which  occurred  in  the  different  qu^OOrs  of 
1953  ih  Chang -ching  and  M  villages  it  ^  \  ^  h  _ 
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Revenues 

:  Exporadiltures 

Chang -ching  Village  -total 

100.0 

:  lOObO 

First  quarter  ,  ■ 

9.0 

'■  -=19,4 

Second  quarter 

5.8 

.-23.1  ■ 

Third  quarter  - 

19.0 

a7«3 

Fourth  quarter  „ 

66o2 

4  30c4 

HsiU  Village  total 

100.0 

100.0: 

First  quarter 

5«2 

:  16.2 

Second  quarter 

8.1 

.  34.2 

Third  quarter 

11.8 

13«5 

Fourth  quarter 

74. 9 

36.1 

It  is  clear  from  these  figures  that  the  fourth  quarter  is  the 
quarter  of  max imam  money  income  for  the  peasants;  this  gives  rise  to 
a  seasonal  issuance  of  money  into  circulation.  The  first  half  of  the 
year  is  the  period  of  least  revenues  and  greatest  expenditures,  and, 
consequently,,  the  period  of  maximum  withdrawal  of  money  from  rural 
turnover*  This  is  also,  indicated  by  the  fact  that  sales  of  p::'Oducts 
by  the  supply  and  sales  cooperative  in  Chang -chlng  village  are  con¬ 
siderably  greater  than  its  purchases  during  the  first  three  quarters 
of  1953,  and  the  reverse  is  true  in  the  fourth  quarter. 

Peasants  *  money  revenues  and  expenditures  began  to  pass  through 
the  local  supply  and  sales  cooperatives  rather  than  throu^  private 
trade  channels. 

Third,  the  occurrence  of  a  state  of  affairs  under  which  money 
is  withdrawn  from  the  rural  turnover  during  the  first  half  of  the  year 
and  flows  into  it  during  the  second  halfo  In  this  connection  season¬ 
ality  in  the  circuJation  of  money  began  to  appear  even  more  clearly. 

In  the  winter  of  1953,  before  the  introduction  of  planned  pur¬ 
chases,  the  amount  of  grain  piurchased  by  the  government  was  relatively 
small,  the  purchases  were  scattered  in  time,  and  the  velocity  of  cir¬ 
culation  of  money  was  comparatively  high c  For  this  reason  the  demand 
for  cash  was  inconaiaerabie.  After  the  introduction  of  the  system  of 
centralized  purchases  the  situation  changed;  the  amount  of  grain  pur¬ 
chased  increased  and  the  pui-chases  became  more  concentrated.  Thus, 
during  the  tvro  peak  months  for  purchasing  grain  (December  1953  and 
January  1954)  the  amount  of  grain  purchased  was  twice  the  amount  for 
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the  saafr  aoirths  hf  the  precedtog  year^  Moreover,  these  two  months 
accounted  for  mere  than  40  percent  of  the  the  grain. -p^ohaa^  during  ; 
the  1953-1954  agricultxiral  as  opposed  to  22  percent  in  the  pre¬ 

vious  year*  Such  concentrated  purchases  of  grain  cause  a  large  .e,mount 
of  money  to  flow  Into  circulation  with  a  subsequent  reverse  flow* 

Fourth,  the  slowing  in  the  velocity  of  circulation  pf  -money^ . . 
the  retention  of  money  by  the  peasants,  and  the  increase  in  the  role 
of  money  as  a  medium  of  circulation  and  payments,  *:y  ‘ . 

At  the  beginning  of  the  implementation  of  centralized  purchases 
of  grain  there  was  already  a  tendency  toward  a  slowing  in  th©' ..circus 
lation  of  mon^,  Ihking  the  average  number  of  days  required  money 

to  ••'eturn  to  the  bank  in  the  fo’orth  quarter  of  I952  as  100,  ,  the  amount 

was  107 .7  in  the  first  quarter  of  19530  93^7  in  the  second  quarter, 

96  in  the  third  quarter,  101,5  in  the  fourth  quarter,  124,5  .tn"fehe  ’  ■ 

first  quarter  of  1954,  and  I07  in  the  second  quarter  of  1954, 

In  November  1953,  when  the  measures  to  centralize  purchases 
had  not  yet  been  developed,’  the  velocity  at  which  cash  returned  to 
the  bank  was  approximately  3  percent  greater  than  durluig  the,  •■fourth 
Quarter  of  the  preceding  year.  In  December  1953^  "^^hen  centralized 
wrehasea  began,  the  velocity  of  money  turnover  began  to  decrease  and  ; 
in  the  first  quarter  of  1954  it  slowed  by  mere  than  24  percent  in 
comuarlson  with  the  same  period  of  .l952,  and  by  19  percent,:ln  co^rl- 
80n“w-ith  the  first  quarter  Of  1953.^  During,  the  second,;  quarter  of 
1954,  although  thiU  - indicator  was.  higher,  than  during  th§  first.- quar- . 
ter  of  'I954,  in  comparison 'with  '‘ihe  same  period  of  the  preceding  year 

it  was  15  pirceht  iess^’^  "  ■  '  ■■'^1  -u., 

An  analysis  of  data  fer  many  regi cans  shows  that  the i; situation 
in  respect  to  the  veipqity  of  circulation  of  money  was.  ngc  the  same 
in  cities  and  in  the  chuhtryo  In  the  majority  .of  the  cities  ,^ths 
velocity  of  the  circulation  of  'money  tended  to  increase ^gr^dually, 
but  in  the  countary  it  'tended  to  decrease*  !^t  since  agrtpult'ure  has 
a  large  place  in  cjur  - country's  national  econoi^,  the  yolooity  of  cir¬ 
culation  of  ffibheyj,  for  the  country  as  a  whole,  tended  to  decrease* 

The  peasants  temporarily  retained  the  money  obtained  from  the  concen¬ 
trated  sales  befori?' using  it  fca-  PJU'phasea  necessary  production  ma¬ 
terials' and  consumer  goods,  and  for  other  payments,  gcxtsequently,. 
along  with- the  ■function  of  pa'^^eht,  money, began  to  also  fulfill  the.  • 
function  of  h’ii^ium  for  saving^;  . 

Under  the 'hew  condition's  arising  ia  the  sphere  gf;:  the'  circujaj^ 
tion  of  money  in  the  oount'ryside,  the.btate .  ..iniplemented',  a  numiber.  of 
measures  directed  toward  a’&ore  jratiopal,  planned  , regulation  of  the 
circulation  of  maney,  .’The  supply ingj with  goods  improved  in  every  w^, 
and  People's'- Bank  credit  dpe.’a’tions./ia^/vhe  countryside  developed,:  The 
system  of  advance'  contracts  for  the  pfe’chase.  of  agricultural  products 
should  be  eSpedially  noted .  During  the  spring  apC^  summer  field,  work, 
the  government  concluded  contracts  for  the  purchase  of  grain  ■with  in¬ 
dividual  peasants  and’ with  agricultural  producers  cooperatives,  giving 
them  part  of  the  money  as  an  advance, 
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During  the  grain  purchase  period^  encourageaent  of  bank  deposits 
by  peasants  from  the  funds  they  received  from  grain  saies.' was  organized 
Subsequently  these  deposits  \rere  paid  out  to  the  peasants.  At  the 
height  of  the  spring  field  work  agricultural  credits  were  issued  and 
like  other  credits,^  these  were  subject  to  repayment  after  the  harvest# 
All  this  was  intended  to  weaken  the  effect  of  seasonal  factors  on  the 
circulation  of  money  in,  the  countryside  to  a  certain  extent  and,,  at 
the  same  time,  to  speed  up  the  circulation  of  money  with  the  purpose 
of  saving  cash  and  concentrating  its  turnover  through  the  People *s 


Bank  even  moreo 

Thus,  during  the  spring  field  work  period  cf  1954  the  state 
considerably  ijacreased  egriC'U.lturel  credits,,  organized  the  pa;i'ment  of 
advances  amounting  to  several. huxidreds  of  millions  of  joian  to  mutual 
labor  assistance  brigades  and  poor  peasants,  and  paid  out  several 
hundreds  of  millions  of  yuan  deposited  by  the  peasants  under  advan^ 
tageous  conditions  after  the  sale  of  their  grain#  All  these  payments, 
amounting  to  over  one  billion  yuan,  greatiiy  promoted  the  satisfaction 
of  agricultural  requirements  for  funds#  In  the  winter  of  1954,  when 
state  purchases  of  agricultural  products  were  conducted  oh  a  larger 
scale,  the  paying  off  of  agricultural  credits,  the  encouragement  of 
deposits  in  the  cauatryside,  and  the  especially  extensive  development 
of  credit  cooperation  in  the  countryside  were  cf  groat  importance# 

Members'  capital  in  credit  cooperatives  in  1954  amounted  to 
100  million  yuan  throughout  the  country,  and  deposits  made  amotinted 
to  500  million  yuan#  The  payment  of  advances  and  agrlcu3.tural  Credits, 
the  development  of  savings  deposits  la  the  countryside,  and  the  expan¬ 
sion  of  operations  by  credit  cooperatives  everjrwhere  struck  an  im¬ 
portant  blow  against  money  lending  and  promoted  the  effective  accumu¬ 


lation  of  financial  resources  for  enSu?rir;g  the  spring  field  work  of 
the  following  year#  At  the  same  time,  it  became  possible  to  organize 
the  reverse  flow  of  money  out  of  circulation  dipping  the  very  period 
when  there  was  a  considerable  single  issuance  (the  peak  season);  this 
had  a  favorable  affect  on  market  stabilisation  0 

In  some  regions  of  the  coi-'.ntry  at  certain  periods  the  plans  for 
the  purchase  of  agricultural  products  and  the  sale  of  industrial  goods 
were  not  fulfilled;  this  caused  nonfulfillment  of  the  plans  for  re¬ 
ceipts  and  payments  of  cash# 

One  of  the  moat  ;linportant  causes  for  the  no;afu.l:irillment  of  plans 
for  purchases  of  e.gricultiiral  products  was  an  insufficlen/;  supply  of 
industrial  goods  for  the  peasants#,.  'E.iis  caused  nonfulfillment  Of  the 
goals  for  reverse  flov^;  of  money  out  of  circulation#  Due  to  the  inter¬ 
ruption  in  the  supply  of  certain  t^qpes ' of  goods  on  the  part  of  state 
trade,  individual  regions  did  not  fulfill  the  sales  plans  and  an  un¬ 
favorable  situation  appeared  in  the  sphere  of  the  circulation  of  money. 


To  overcome  this  situation,  the  government  implemented  measures  to' in¬ 
crease  the  supply  of  goods  to  the  rural' market,  to  expand  the  state 
and  cooperative  ti’ade  nework,  to  utilize  the  small-scale  traders  and 
hawkers  in  the  villages ,  etc . 


Duying  periocl  under  consideration  a  Sociaiiat 
In  the -field'  of  ;^trade.t.and  credit 'in  the  countryside  achieve 
means  of  the  planned  >p\irchaae  and  planned  sale  Of  tfif  ioat  1^^ 
agricultural  products;,  -  the  development  of  People  ?  s  '  Bank  operat.lonB  in 
the  countryside,  and  ithe  ^expansion  of '  credit  cooperatiyes «;  JBo^ever^ 
indiHdv^l  peasant' farma.  -atili  played  a  decisive  rOle^i^  ■ 

production ,  ■  Pius,>  in  the  .spring  of  1955  otly  ahout  .16  ^er^ent  of,  tha 
total  nuffiher  of  peasant  farms  belonged  to  agricultural  pr^  > 

operativeso;  -This  slOH'edr  down  the  grorbh  of  agricultural  prodaction  .. 
and  made  it  difficult  to  solve  the  problem  of  ipcreasing  agr^icultural 
sxirpluses  for  marketing,  and  limited  the  possibilities  of 
credit  in- the  countryside i-.  ■  1. 1 

A  fundamental' solution  of  these  problems  couW  onuy  t.s ,  reached 
by  increasing  the  use  Of  cooperatives  in  agricultoei^'' . 

.  ,  ■iii' 

The  influence  of  the  Upsurge  in  Agricultxrral  Coopefatiy^^^ 

"  'on  tts  ClrculatioD  of  Money  in  the  Cotiatry^id^^.^,  . .  , 

By  .June  1956,  as  the  result  Of  the  ups\n:ge  of  a'^mpal^^ 
the  formation  of  agricultural  cooperatives,  approximately  one  million 
agricultural  producers  co-operatives  cf  a  socialist  or ’Semisocialist 
tvpe,  comprising  oyer  100  million  peasant  farms,  had  teen  establishsa 
in  the  People’s  Republic  of  Chinas  The  collective  farm,  rather  than 
the  individual  peasant,  farm,  began  to  play  the  basic' ro^.e  in  agricul¬ 
tural  product  ion  0  ,  V  ' 

This  great  transformation  in  prod'uction  relations,  T-mich  gavy, 
a  great  stimulas  to  the  development -Of  productive  forcps/  could  not  ; 
but  cause  a  number  of  changes'  in  the  field  of  commodity  turnover 
the  circulation  of  money  in  the  countrysideo  Belw  we  ex^ine  the  ... 
effect  of  the  formation  of  cooperatives  on  the  circu^tion  of  money 
in  the  countryside  during  the  spring  field  work  period 'and  during 
the  seasonal  market  peak- periods  -  ■  --y, 

'.  The  Influence  of  the;-Poriaation  of  Cooperatives  , 
on  the  Circulation  of  Money  During  the  Spring  Field  Work  Period  ■ 

During  spring  field  work  in  the  first  half  Of  195 a ^  qam- 
paign  for  the  formation'  of  :agricultural  copperatives  was  developing 
everywhere .  Ifeny  new  problems  arose '  in -'this  cirCulAtipn  of  money  in 
this  period,  -  Part,  were  caused  toy  .the'  change  In-  producticn  relations 
resulting,  from  the  formation  of  ‘Cs/bperatiVes  and  wex’e  prolonged  in 
nature,  .Others  were  due  to  soke  tempcrary  causes  arising  dxxrln.g,  the  . 
initial  period;, of-the-  formation  of  cooperatives,  - 

Below.  are.  some  generalised  data  for  many  yegiOna  of  the  coun- 
■fcry  on  mojney: reco?-pts' and  paymen'fcs  for  tiie  sodialist  d^ctpn-in  'the 
countryside  during  the  first  half  of  1956,  compared  with  tls  same 
period  of  1955* 
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First 


First  Half 
1935  ■  ,  . 
of  total) 

First  Half'"  ' 

1956 

H  of  total). 

t*  i  1^  W  III  ■■  •  rt  -  t  rwmit  t  ■■ 

I95f  " 

■  (First  HaSf 

■1955  ~  100) 

Receipts  of  money  in  the 
countryside  --r;  ; 

■Purchases  of  agcicultural 
products  and  products  of 
subsidiary  ijsdus try 

65  oO 

45.8,\;’;;  _ 

Pa;/nerj  t '  of  vages  ■-  :  . 

'  -20.7 

I0o5,  . ; 

"■  "'’125 

Credits  to  agriculture 

lJ+c3 

35of';ti, 

;3^6  ■  '■ 

Issue  of  credits 

— 

Paying  out  deposits 

— 

■  “"’'.I- if 

109 

Advances  for’  the:-  pur¬ 
chase  of  agricuX- 
'tural  'products 

mm 

560 

Total 

lOOeO 

lOOoO  ■ 

140 

Payments  of  money  in  the 
countryside  '  '-s’ 

Saj.es  of  grain  hy  the 
state  ' 

29o7 

23o6" 

,  88  ' 

Supplying  consumer 
goods  (except-  grain ) 

5To8 

60.5 

137 

■  Supplying- production  ,  ■ 
'materials 

'■'12,5  ’ 

15=9 

lh3 

Inorganic  fertilisers 

•  -  J 

168 

Kew  agriculfcuz‘al' equip-  : 
ment  i  >,— • 

613 

Total  '  ' 

■;  lOOeO, 

100,0  ■  , 

112 

(!rhe  data  do  not  include;. certain  relatively  siiaXl  payments  and 
recei;^s,  and  also  a  small  part  of  the  tiyrnover  betwer.  the  socialist 
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sector  and  the  peasants  through  other  channels^  Thus,  the  figures 
given  do  not  describe  the  situation  coii5)letely;  however,  they  Include 
ail  the  linpOTtant  channe'is  throu^  which  the  state  received  and  paid 
out  m®3ey  in  mutual  relations  ,wfith  the  peasants*) 

The. data  Ih  the  table  show  that  the  flow  of  money  out  of  clrpu- 
lation  during  the  first  half  of  1956  resulting  from  Balee  (^,  grain 
the  state  was  88  percent  of  that  dvalng  the  same  period  of  1955)  i»e., 
it  decreased  by  12  percent*  This  was  caused  by  the  policy  iuiplemeDted 
by  the  state  after  the  rich  harvest  of  1955r'iB  tsb  production, 

purchases,  and  sales*  Although  the  production  of  grain  inc^eas^d/  the 
amount  of  grain  purchased  by  the  stats  from  the  psasants  Sid  hot 
change.  Since  the  balance  of  grain  Jn  the  countryside  increased,  the 
state  reduced  deliveries  of  grain  to  the  countryside.  For  this  reason 
receipts  fell,  demonstrating  the  favor-ahle  economic  development,  .  ^ 

The  supplying  of  the  countryside  through  sohlaliAt  trade  shows 
a  great  growth  (with  the  exception  of  supplying  with  grain).  The 
total  volume  of  sales  (excluding  grain)  was  22  perCent  greater’ in  the 
first  half  of  1956  than  In  the  first  half  of  1955)  moreover,  sales  of 
production  materials  increased  by  ^3  percent  and  sales'  of  consumer 
goods  increased  by  1?  percent.  Among  the  production  materials,  sales 
of  inorganic  fertilizers  increased  by  68  percent,  aiid  those  6f  new 
agricultural  equipment,  bjr  more  than  six  times,  ; 

In  respect  to  the  flow  of  maiey.  into  circulatfion  in  the  coun¬ 
tryside^  during  the  first  half  of  1956  purchases  of  agria,^ltural  pro¬ 
ducts  fell  by  onli'  2  percent  in  oomparisco  with  the  same  period  of 
1955*  Wage  payments  during  the  first  half  of  1956  increased  by  ap-  ,,, 
proximately  25  percent,  which  was  caused  mainly  by  an'lhcfeaBe  in'  . 
state  investments  in  agriculture,  forestry  and  irrigation,  and  also 
by  an  increase  in  the  wage  rates,  A  basic  factor  in  the  flow  of  money 
into  circulation  was  the  great  increase  in  credits*  Thuby  the  inflow 
of  money  through  credits  during  the  first  half  of  1956  was  approxi¬ 
mately  3*5  times  that  during  the  first  half  of  1955*  ^This  shows  the 
great  assistance  which  the  state  gave  to  agricultural'  pfoduOers  cO^- 
eratives  during  the  initial  stage  of  their  formation*' 

Lenin,  in  the  airticle,  "On  cooperatives,"  said;  "Each  social 
0'tmcture  arises  only  with  the  financial  support  of '  a 'certain  clasB, ,  • 
at  present  the  social  sti^ctore  which , we  i must  support  more  than  Usual 
is  the  cooperative  structxire,"  At  another  point  in  this  article  he 
notes:  "It  is  necessary  to  treat  coopsra-cion  politibia'lly  sb  that  there 
will  not  only  be  a  certain  preference  for  cooperation  in  general  and 
always,  but  that  this  preference  will  be  a  purely  .property  one  (level 
of  bank  interest,  etc,),,,  a  number  of  ec.onomic,  financial  and  banking 
privileges  for  cooperation;  this  must  comprise  the  support  by  our  so^ 
cialist  state  of  the  new  principle  of  organization,"  (V*  I,  Lenin, 

Works ,  VoliiSS/  PP  ^29  and  430)  ,  ...  . 

VJith  the  establishment  of  agricultural  producer  dobperatives  in 
our  country,  to:  achieve  expanded  reproduction  the  first  task' was  to 


concentrate  and  effect ?.yely  utilize  the  basic  meai^s  of  production 
dispersed  among  the  individual  members  of  the  cooperatives,  and  to  ,  . 
seek  out  loan  funds  for ,  expanding  pi’oduction  in  every  way. 

During  the  process  of  concentrating  the  basic  means  of  produc¬ 
tion  of  the  cooperative  members  and  transforming  them  from  private 
property  into  collective  property,  it  would  have  been  impossible  to 
take  all  of  the  means  of  production  belonging  to  the  foi-mer  middle 
and  poor  peasants,  without  exception,  without  regard  to  amount,  and 
without  compensation  and  transform  them  from  private  to  collective 
property a  This  would  have  been  a  reason  for  the  comparatively  well- 
to-do  peasants  to  think  that  "confiscation"  was  occiuxcingo  It  wou.^ji 
also  have  been  Incorrect  to  completely  buy  up  these  means  of  prciduc- 
tiOE,  since  the  agricultural  producers  cooperatives  would  not  have 
had  enough  funds  for  thlso  this  question  had  not  been  solved  ap¬ 
propriately,  it  would  have  been  difficult  to  succe3sfu2.1y  convert 
private  ownership  of  the  means  of  production  in  the  countryside  into 
collective  ownership e  This  w'-ould  have  unavoidably  had  a  negative 
effect  on  the  unity  of  the  cooperative  members  —  the  middle  and  poor 
peasants  —  and  would  have  undermined  the  principle  of  voluntariness 
and  mutual  advantages o 

A  ^ust  and  wise  method,  approved  by  the  peasant  masses  (both 
middle  and  poor  peasants),  was  the  method  of  distributing  income  ac¬ 
cording  to  the  nxiffiber  of  persons  working  and  depending  on  shares  in 
the  form  of  land  sections  and  certain  basic  means  of  production. 

Shares  were  used  by  the  producers  cooperatives  during  the  first  stage 
of  organization  of  the  production  process o 

The  value  of  the  means  of  production  transferred  to  the  coop¬ 
eratives  exceeded  (mainiy  for  relatively  well-to-do  middle  peasants ) 
the  total  of  the  shares  which  the  peasants  had  to  pay  in  when  enter¬ 
ing  the  cooperative.  This  excess  was  reimbursed  by  the  cooperative 
at  one  time  or  in  parts.  Small  peasants,  who  were  not  able  to  pay  in 
the  share  or  part  of  it,  received  state  assistance  in  the  form  of 
credit.  The  interest  on  such  credit  was :  relatively  low  --  h  percent 
a  year,  and  the  period  for  paying  it  back  was  rather  long  —  3  to  5 
years .  Moreover,  no  guarantee  or  security  was  required »  This  type  of 
credit  was  a  clear  evidence  of  the  concern  of  the  state  for  the  poor 
peasants  and  of  its  assistance  in  every  way  to  the  campaign  for  the 
formation  cf  cooperatives  <, 

By  the  end  of  July  195 6  the  vo3rine  of  credits  granted  to  poor 
peasants  for  paying  shares  to  cooperatives  exceeded  7^0  million  yuan. 
The  role  of  such  credits  was  not  only  to  give  great  assistance  in  the 
conversion  of  single  farms  into  cooperatives,  but  also  to  inci'ease 
the  production  funds  of  tbe  newly  formed  agricultural  coope,ratives  a 
These  credits  promoted  the  cieyelopment  of  social  actixdty  by  the  poor 
peasants,  the  strengthen tog  of  unity  between  the  middle  and  poor  peas¬ 
ants,  the  strengthening  of  the  guiding  role  of  the  poor  pea^sants  end 
the  lower  levels  of  middle  peasants,  and.  the  conversion  of  these  peas¬ 
ants  into  the  basic  force  in  the  campaign  for  the  formation  of  coop¬ 
eratives  « 
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At  the  same  .time,  the  People's  iiaafc  gav^  the  agrlcultraral-pro-^ 
ducer  cooperatives  evjery Jclnd^  of  assistance  to  expand  the 
base.  The  volume' Of  .'.credits  Issued  by  the  People 's\Mhkidur|ag:  the 
spring  field  work  period  In  1956  exceeded  the  total  voiiims./of^agrl-  '■ 
cult’oral  credits  duf,ing,  several  preceding  years,  as  ^hotm.  by  the  fol^^^ 

lowing  data: ■  ■  '  ^.V" 

The  Growth' of  People's  B^k  Agricultural  Credits  , 

■Daring  the^-Spring  Pie3.d  Work  Period;  .  . ' 
^i;(ia':E}iilic(£j  yuan) 

■  .Increase  ..in  the. ’'ifelsncc 

■  .  ■  .  of  ' Credits : luring  the. 

;■' First  Half' I'eer  (the’-"'’' 

Balance"  of:  Agrlc’cltural  :  Period  of  Spring  Field 

Credits  at  the  E^d  of  'Wack)  Over  the  .E'ndio.f' 


Years 

-  Jvme  •  of  the  Given  lear 

•  the  P’p'eceaing  Jear 

1951 

1952 

1953 

03- 

eo 

195^^- 

,  '■;:;',V.."932'''  ;'i  ■,. 

■"':368r;,-^ 

1955 

_  .  :l,l68:.y  :  -  ' 

1956 

-2,840  ■  ■  ^ 

'  1,832-/'  ■■ 

Thus,  People's  Bank  credits  to  agi^lculture  during  the  ..spring '  ■' 
field  work  period  , in  the  first  half  of  1956  increased  over  the  end  of 
1955  by  more  than  loS  bijJdon  yuan,  and^-,  in  comparison  with  the  growth 
during  the  correspOad'ihg  period  of  the  preceding  year,  4 »5,' times.  In- 
addition,  to  assist  the  peasants  iji  solving  produc'bi,on  and  living  dif¬ 
ficulties,  the . stats- gave  them  advahoes- amounting  to  over  800  million- 
yuan  during  this- period;,  this  cGErorisad  .10120  percent  of  the  value  of 
the  agricult'ui*al  prOd.uct  which  the  peasants  would  sell  after  ■;  the- har-  - 
vest, 

In  essence  the  advances  ■Were  a  preferential,.- no-intereat,  short 
term  credit.  In  this  same  year  -the ■  peasants  obtained  their  deposits 
in  the  People's  Bank-'and  credit  cobpefatlves  afflO’uating  to  35®  mililon 
yuan.  Consequently,  -duf lag  1956- the  f voids  flowing  - 

through  credit  channels  into  rural  turnover  reached'.  3  billi bn., y\mn,:; 
i.e,,  three  times-aaore  ' thah  diiring  the  same  period  .iof-195 5,  ,,  ■:  > 

Along  with -the  huge;  receipts  of  money  through- credit  channels.,^  : 
sales  of  products  by  the  socialist  trade  network^,  mainly  through  the 
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rural  supply  and  sales  cooperatives,  grew  rapidly#  The  sale  of  pro¬ 
ducer  goods  expended  especially  rapidlyo 

Wot  only  did  state  credit  assistance  satisfy  the  requirements 
of  the  agricultural  producers  cooperatives  for  funds  to  expand  produc¬ 
tion;  it  also  played  a  great  role  in  supporting  the  poor  peasants 
during  the  period  between  the  spring  plowing  and  the  new  harvest# 

This  assistance,  stiinalating  a  growth  in  agricultural  production, 
thereby  promoted  the  strengthening  and  development  of  the  campaign 
for  the  formation  of  agricultural  cooperatives  # 

It  is  necessary  to  note  further  that,  as  the  result  of  the 
formation  of  agricultuc'al  cooperatives  the  sale  of  producer  go^ods  be¬ 
gan  to  be  made  mainly  by  the  supply'’  and  sales  cooperatives  to  the  agri¬ 
cultural  producer  cooperatives#  The  economic  organization  of  both  of 
these  is  of  a  socialist  type;  their  sphere  of  activity  is  stearlily  ex¬ 
panding  and  the  volume  of  turnover  is  rising#  Their  operations  are 
of  a  relatively  concen'brated  nat’ore#  All  this  was  conducive  to  the 
situation  that  settlements  in  this  trade  (mainly  for  producer  goods) 
began  to  be  handled  without  cash,  by  clearing  transfers  thruigh  the 
People ®s  Bank#  This  ha,d  a  favorable  effect  on  savings  of  labor  and 
financial  resources,  and  also  of  cash,  and  on  speeding  up  commodity 
turnover#  Clearing  ae'!:tlementa  tlirough  the  People’s  Bank  are  expand¬ 
ing  every  day# 

.  Thanks  to  the  devel.opmeat  of  the  monetary  system  in  the  country¬ 
side,  requirements  for  money  aa  a  medium  of  circulation  end  a  payments 
medium  grew  constantlyo  The  peasants  began  more  and  more  to  prefer  ac- 
cmulating  money  to  accumulating  goods.  At  the  same  time  the  peasants* 
money  income  was  unequal  In  time#  The  class  composition  of  the  holders 
of  the  money  also  fluctuated  extromeiyo 

During  the  first  half  of  195bii  durcing  the  period  of  intensive 
spring  field  work,  a  gi'eat  amount  of  money  flovced  into  circulation 
through  the  granting  of  state  credits#  But  at  the  same  time,  a  number 
of  regions  experienced  an  acute  shortage  of  money,  and  there  was  a 
critical  situation  in  respect  to  providing  the  means  of  agricultural 
production#  Many  peasants  began  to  experience  difficulties#  This 
was  a  serious  problem,  which  it  was  necessary  to  solve  in  the  field 
of  agricultural  production  and  the  circulation  of  money  in  the  coun¬ 
tryside# 

Why  was  there  a  shortage  of  funds  under  the  conditions  when 
considerable  monetarj'-  resources  were  al're.;i,dy  concentrated  eimong  the 
peasants  and  the  flow  of  money  into  circu^jecion  was  increasing  through 
the  granting  of  credits?  The  basic  causes  are  as  follows# 

First,  the  regulceiaonts  for  a  rapid  and  considerable  increase 
in  investment  of  funds  in  agr’icultui^al  production  were  greater  than 
actual  possibilities#  During  the  initial  period  of  the  formation  of 
cooperatives  the  activity  of  the  peasanro  masses  to  increase  production 
was  huge*  But  neither  the  managers  nor  the  peasants  had  sufficient 
experience  in  cooperative  work.  In  nany  producer  cooperatives  the 
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plans  for  expanding  production  were,  too  higli>  and  huge  new,,, invest-^  , 
men ts  were  required' on  the  basis,  of  these  plans  o  'Mahy  agriouj-t^uraa.  . 
producer  cooperatives  cbispiled  the  plans  for  the  increase,  in  pr.o^''^e“ 
tion  for  the  given  year  on  the  base  of  the  rich  haryeat  of  195?o  : 

this  reason  Investments  were  to  be  increased  by  30*^*^  P-tcenii  or  even 
doubled*  The  high  plans  for  the  growth  in  output  required  a  consider- 
ab.le  expansion  in  production  eq,uipment,y  huge  investments  in,  ;Car4>lt a j. 
construction^  and  high  production  costso  -  ^  i  a. 

The  difficulties  in  finding  funds  were  aggravated :  by,  tlae  fact 
that  part  of  the  managers  of  the  coopsfat.ivea  were  alienated  from  the 
masses^  squandered  ^undSj  and  conducted  irrational  and  untimc.,;-y  con- 
straction  on  an- exeesslvsly  wide  acaleo  '  -  "  a,  t- 

.  Second^  the  peasants*  income  from  subsidiary  industry  jn 

many  regions  where  agricultural  producers  cooperatives,  were  estab.lishsd 
only  recently  not  enough  attention  was  yet  being  given  to  the  rouu..ea 
planning  of  production.,  especially  to  subsidiary  industries e  :  As  a  re¬ 
sult,  subsidiary  industries  were  curtailed  and  the.  peasants  *  income 


from  them  Was  .  reduced*  ^  , 

t  ■  In  a  great  nimiber  of  regions  the  peasants*  income  .from  au.bs..cli“ 
ary  industries  comprises  more  than  30  percent  of  their  .:t,ctal  incoms, 
and  in  some  places,  over  50  percent*  Frequently  -this  income  is  the 
basic  source  of  cash  receipts  for  the  peasants*  Moreover,  according  , 
to  data  for  five  villagee  Shansi  Province,  ■peasants:'-  income  from 
subsidiary  industry  before  the  f orm^etlon  of  the  producer  cooperatives 
amounted  each  year  in  the  spring  to  about  jaian, -b:at  in  the  spring 

of  1956  it  amounted  to  only  2,895  yuan,  i»eo,  less  tha,n  one  th?.rd  of 
1955  Income,  Also,  the  basic  part  of  the  income  was  given  to  the  co^ 
operatives,  and  the  members  had  very  little  cash  on  hand* 

Peasants*  income  from  subsidiary  industry  in  An -tung  County 
during  the  period  from  the  beginning  third  quarter  of  1955  to. 

the  end  of  the  first  quarter  of  1956  coi^rised  21,6  percent  of  all 
the  peasants*  income  as  compared  With  32,4  percent  d^orlng  the  same 
period  of  the  preceding  year;  lae,,  it  .fell  by  approxima.tely  one  third. 
Jh  some  agricultural  producer  .coopsx’at:ives  control  over  the,  labor  of 
the  members  of  the  cocperative  was  too  severe  and  inflexible,  which 
complicated  matters  for  them  in  allotting  time  for  engaging  in  sub¬ 
sidiary  indu-stry,  .  „  ,  ,  ■ 

In  certain  cooperatives  the  diDtrlbution  of  income  for  labor- 
days  was  excessively  high  j  as  a  result  the  incentive 'for  developing. 
subsidiary  industry  weakened.  The,  redaction  of  production  in  sub-^ 
sidiary  industry  was-  a  widespread, phonom&aon  and  was  a  serious  factor 
in  reducing  peasant  Income  and  causing  money  difficulties  for  them. 


This  was  a  serious  lesson  for  us. 

Third,,  money  was  distributed  extremely  unequally  thrpughout  the 
countryside  .  Although  the  tots  l  amouht  •  of  mone^t  the  peasants  *  hands 
was -considerable,  it  was  distributed  quite  unequally,  A  small  number 
of  comparatively  well-to-do  peasants  had  money  surpluses  which  they 


-  90  - 


preferred  aot  to  speado  At  the  same  time  the  ma^orltj'’  of  poor  peas¬ 
ants  were  acute3.y  in  need  of  monetary  assistance c 

If  we  trace  the  distribution  of  money  in  the  countryside  we 
note  that  the  greatest  part  was  concentrated  in  the  hands  of  the 
relatively  well-to-do  peasants  in  such  economically  rich  regions  as 
regions  producing  industrial  crops,  regions  of  local  industry  pro¬ 
ducing  products  in  great  demand,  and  heavy  grain  producing  regions o 
For  example,  in  le-hsien  County,  Shantung  Province,  in  1955;  the 
result  of  state  purchases  of  agricultural  products,  the  inflow  of 
money  Increased  by  7;t)00,C00  yuan  of  which  6,470,000  yuan  or  more 
than  84  percent  settled  in  the  cotton  region  and  onl/  1,190; O^iO  yuan 
or  a  little  more  than  1?  percent  settled  in  the  grain  region;,  Ihe 
popula'blon  in  the  cotton  regltjns  comprises  only  10  percent  of  the 
total  population  e  Ibis  means  that  over  80  perceait  of  the  state  ex¬ 
penditures  for  agricultural  purchases  in  Te-hsien  County  in  1955  wont 
into  circulation  in  regions  in  which  the  population  comprised  only 
10  percent  of  the  total® 

According  to  an  investigation  of  Efc'lao-sheng  village,  Sun-kuan 
District  (a  cotton  re,s5.on  in  Te-hsien  County),  there  were  7  households 
with  balances  of  money  of  over  200  yuan,  6  households  with  balances 
from  100  to  200  yuan,  10  households  with  lees  than  100  yjan,  and  only 
3,  households  with  no  balance o  This  shows  that  in  the  comparatively 
rich  regions  producing  industrial  crops  there  are  many  peasants  with 
money  balances  at  their  disposal® 

In  Ta-he  village,  Pu.-haien  County,  Liaoning  Province,  the  peas¬ 
ant  families  which  were  investigated  at  the  end  of  January  195 6  can  oe 
divided  into  three  categories:  a®  rich  peasant  households,  which  ac¬ 
counted  for  l4  percent  of  the  village's  popula.tiono  Here  each  house¬ 
hold  has  an  average  1,026  yuan  and  73 o4  percent  of  the  money  resources 
of  the  village  were  concentrated  here®  b®  middle  peasants,  who  com¬ 
prised  23 o7  percent  of  the  population;  each  household  had  an  average 
158  yuan,  and  19s9  percent  of  the  village's  money  was  concentrated 
here®  c.  pool'  peasants,  who  comprised  62  percent  of  the  population; 
here  each  household  had  an  average  of  only  23  juian,  i»e»,  7*3  percent 
of  the  village’s  money® 

All  these  figures  demaastrate  the  extreme  inequality  of  the 
distribution  of  money  among  the  different  layers  of  peasants®  The 
comparatively  rich  peasants,  having  relatively  large  money  balances, 
were  convinced  of  the  fact  that  the  people's  yuan  had  alreeidy  remained 
stable  for  six  years,  and  they  began  to  save  cash  eagerly.  At  the 
same  time  they  were  not  convinced  that  the  newly  organized  agricul¬ 
tural  producer  cooperatives  could  quickly  and  steadily  expand  produc¬ 
tion  and  increase  income  on  this  base®  They  also  doubted  the  possi¬ 
bility  of  getting  back  funds  paid  into  the  producer  cooperatives. 

The  facts,  however,  dispersed  their  doubts.  But  they  did  not  wish 
everyone  to  know  that  they  had  large  balances  of  money.  In  this  con¬ 
nection  they  refrained  completely  from  depositing  them  in  the  bank  or 
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in  a  credit  cooperative.  Many .peasants,  after  entering  a  cooperative, 
considered  it  necessary  to  have  sone  reserve  money  in  any  case,  "for 
a  black  day."  As  a  result,  the  peasants  vho  had  quite -a  lot  of 
refrained  from  using  It.  At, the,  same  time  t'hose"peasants  whose  in¬ 
come  from  subsidiary,  .industry  ^ad  decreased  and  who  could  only  re¬ 
ceive  money  for  .labor -days  in  the  fall  after,  the  harvest  urgently  : 
needed  monetai’y  assistance.  -  ' 

Because  „of  all  thiq,.;  in;  .certain:  regions,  to  attract  more  peas - 

ant  funds  for  investment- in, agricultural  production  and  to; expand  the  . 
operations  of  .credit  cooperatives,..etc*,  compulsory- measures  wei'e-  . 

used  illegally  to  a  ^ eater,  or  lesser  degree.  •  Srtls  3.ncre&esu  nlxe  pocS- 
ants*  fear  that  their  money  surpluses  .would  be  discovered,^ and  m-ny 
hid  the  money.  Such  a  situation  made  it  extreme!^/’  difficv^t  uo  mobi¬ 
lize  the  funds  of  the  well-to-do  peasants  and  aggravated  the  m'Xietary 


difficultieso  ’  :;--i  f'  - 

It  should  be  especially  noted  that  the  formation  of  coopera¬ 
tives  caused  requir.emenfcs  for  a.n  increase.  ih  ’Paymen’o  funds  and  circu¬ 
lation  funds  for,  peasant  acquisition,:  of  .producer  goods  and -cGhBumer 
goods,  formerly  the  peasants  mainly  supplied  themselves; With  such 
necessary  goods  as  grain,  vegetables,- fiiel,/ fertilizer  and  other  pro¬ 
ducer  and  consumer  goods, ; without  us in.g -money  settlements- and  trade. 

After  the  formation  of ^  the . cooperatives  the  situation  changea, ■ 
esi^ecially  during  the  fir, at  period  when  experience  was  still  insuffi¬ 
cient  and  collectivization  t90k,p?fac;o  tO'an  extreme  degree,^-  Gx'ain>  , 
fuel  and  vegetables  began  to  he  distributed: by  the  cooperative  or 
was  given  in  payment,  of .some  debt.  Shis  required  settiemenns  and  ^ 
records  in  money  terms  ./  The  requirements  of  money- as  a  payment;  medium 
and  a  medium  for  circulation  .thereby  Jmcreased.  -  -  - ^  ;  h 

Iri  1956-yariouS  agricultural  cooperatives  used  ;a  kind  -of  Sxibsti 
tute  for  money'  father  extensively  coupons,  for  vegetab.lesy  wood, 
etc.,  worth'd  .few  fen  .pirtsao  .(a  fen.  is,  l/lOO/ of -a  yuan;  a  tsao  is 

l/lO  of  a  yuan )  .  or  even  five -or  more  jnian.  'later  on -these- coupons 
began  to  be  used  by  some -.manasers  who- did.  not  understand;  the  ppliti- . 

cal  situation  properly  as  a  sc’jirce  of  additional  funds.'  ' 

This  payments  method;  was  soon  eliminated  as  erroneous  thanks 
to  the  introd^tion  of  cash  into  circulation.:  Thus,' the  cGOperatlves. 
gradual?^y  'imdernined.  the  barter  syntom  in  the  countryside.  As-  money 
relations  developed  requirements  for  money  in-' its  function  as-  a  meaium 
of  circulation,  ' payments  .and  savings;  in.oreas/sdt)  *  '  ■ 

lyany  consumer' gopds  which  formerly  the' peasants  produced  , 

consumed  themselves  a3.so  began,  to  . be  evaluated  in  money,  to  be  pur 
chased  and  sold.  This  required  .a  much  greater  quantity  of  a  payment 
medium  and  a  circulation  medium  than  was.  required  before  the  formation 

of  the  cooperatives.  ...  ' '  ,..V  , 

The  function  of  money  as- a  medium, for- savings  developed;  con¬ 


siderably. 
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The  Central  Conunittee  of  the  Piiiaece  Con]ia;uist  Party  and  the 
State  Council^,  with  the  purpose  of  further  expanding  the  movement  for 
increasing  agricultural  production  through  the  formation  of  coopera¬ 
tives,  again  issued  ins’bructioxis  on  the  zealous  and,  economical  manage¬ 
ment  of  the  cooperativeso  The  appropriate  party  and  administrative 
organs  at  all  levels  -were  given  the  duty  of  working  out  specific  plans 
for  u  sharp  upsurge  in  agricultural  production,  of  rationally  and  eco¬ 
nomically  using  investments  in  agriculture,  of  assisting  the  peasant 
masses  in  every  way,  and  of  promoting  the  reconstruction  and. develop¬ 
ment  of  subsidiary  Ind'iictries  to  increase  the  peasants*  money  incomes# 
At  the  same  time  the  pajment  of  advances  and  the  granting  of  credits 
to  peasants  (especialLiy  poor  peacants )  and  coope,ratives  was  increased 
by  more  than  one  biillo,n  yuan#  TJcis  state  aid  made  it  possible  for 
the  peasants  to  overcome  the  dlfflciatles  of  the  first  year  of  forma¬ 
tion  of  the  cooperatives  0 

During  this  period  the  party  and  govern.uent  implemented  the 
policy  Of  patient  waiting  and  convincing  the  well-to-do  peasants 
rather  than  hurrying  to  mobilize  their  money  .surpluses # 

At  the  same  time  the  work  of  socialist  trade  in  the  field  of 
supplying  the  countryside  with  goods  iiij>roved  in  eveiy  \/ay;  a  steady 
expansion  of  commodity  tur.GOver  and  the  strongthen.’ing  of  the  circula¬ 
tion  of  money  ;ua  the  count.ry3ide  was  achieved# 

The  Influence  of  the  Formtion  of  Cooperatives 
on  the  Circulation  of  Money 
During  the  Period  o,f  the  Seasonal  Market  Peak 

Because  of  insufficient  data  we  are  novr  not  able  to  give  a  de¬ 
tailed  analysis  of  the  market  condition  in  the  country  during  the  195^ 
peak  season.  However,  on  the  basis  of  the  situation  in  those  coopera¬ 
tives  which,  in  1956,  were  already  well  along  the  path  of  cooperation, 
it  is  pos.sibie  to  describe  the  impn-tant  peculiarities  of  the  effect 
of  the  formation  of  agricultura.l  cooperatives  on  the  circulation  of 
money  in  the  countryside  dviring  the  periovd  of  seasonal  market  peak# 

The  effect  of  the  fo.rmafcion  o,f  producer  cooperatives  on  the 
market  condition  in  respect  to  agricultural  products  consisted  mainly 
of  an  increase  in  the  marketable  surplus  of  agricultural  products# 

Large  amounts  of  agricultural  products  began  to  enter  the  mrket,  and 
the  number  of  intermediary  trading  liniia  decreased#  This  favored  an 
expansion  in  prod.uction,  a  speeding  up  of  commodity  turnover,  and  a 
reduction  in  handling  costs;  socialist  accumulation  increased  and  the 
peasants*  standard  of  li-^ring  rose# 

The  basic  cause  for  the  increase  in  marketable ' surpluses  of 
agricultural  products  wa.s  that  the  formation  of  agricultural  coopera¬ 
tives  promoted  the  deve3-opmont  of  production  and  ca'used  an  increase 
in  the  total  volume  of  agricultural  output# 
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The  marketable  surplus  of  cottcia  grvrw'u  by  single  private  peas¬ 
ants  did  not  exceed  80  percent  on  the  average  for  sevefal  years  vhile 
the  usarketable  surplus  of  cotton  in  agric’altaral/coopofativp;.^ for 
ex*ample^  in  I-hsien  County,  was  over  . 93  percent.  The  m^"k|table  s^nr- 
plus  of  grain  produced  by  single  pri'vate  peasants  vas  18-26  percent 
on  the  average  for  several  years,  while' the  narketable  surplus , of  gra^n 
in  the  ¥u^chia-mu-chUeb  Producer  Cooperative,  in  Chu-chi  County,  Che¬ 
kiang  Pi’ovince,  reached  4 0  percent.  '  ^ 

The  tendency  to  an  increase  in  coimmodity  output  on  the  has., s  Cx 
a  growth  in  production  and  an  increase  in  the  marketable  cur is 
t^/pical  for  all  agricultural  producer  cooperatives,  although  the  rate 
of  growth  in  the  marketable  surplus  is  far  from  the  same  in  different  ■ 


cooperatives  and  in  different  regions.  .  . 

In  regions  where  cooperatives  were  formed,  agriouiturai  pro-^ 
ducts  entered  the  market  in  considerable  amounts  and  iij  a' conouJiitrfe-^.'iSd 
manner.  At  the  same  time  the  sa?ue  of  agricultural  products  by  single 
private  peasants  was  inconsiderable  and  txiey  entered  the  markst.^ln 
small,  scattered  lots.  The  peasants,  as  a- riae,  sold  their  prOaucus 
only  when  they  needed  funds  for  purchases ,  . ^  , 

The  share  of  state  purchsises- of.  cotton  and  grain' in  the  fourth 

quarter  of  the  glTon  year  in  total  purchkoes  during  the  whole  year  is 
shown  below  (in  percent); 


Year  '■ 

■  Grain-  : 

Cottpa, 

1952  ■ 

41,0 

61,2 

1953 

,  \i^2,5  \ 

;59c4;. 

1954 

,  48n4 

k  62,0 

1955' 

51*0  , 

T8,l 

Not  only  did  .the  agricultural  producer  cooperatives  have  a  ^ 
greater  volume  of  production  and  a  higher  marketable  surplus  than,  vhe, 
single  private  peasants j  also  their  sale  of  most  of  the  commodity 
grain,  cotton  and  other,  agricultural  .products  took  place  within  a  com¬ 
paratively  short  space  of  time  0  xv 

All  these  ifarket  peculiaritifes  .which  arose  as  a  resa.:*t  pf  tne^ 
formation  of  agricultural  cooperatives  had  a  certain  effect  on  the  cir 


culation  of  money,,  :  '  ^  .  ,,  , 

Of  course,  certain  new  features  in  the  sphere  of  the  clrculavxon 
of  money  (for  example,  the  development  of.  clearing  settlements )  Were 
not  yet  playing  a  paramount  role,  in  the  couhtrySide  at  that  pe.  iod,^ 
Other  phenomena,  in  particular,  changes  in  the  channels  of  the  circu¬ 
lation  of  money,  were  only  beginning  to  appear.  Be lew  we  describe 


these  new  features. 


Development  of  clearing  settlements «  Clearing  settlements  in 
the  countryside  were  established  first  of  all  between  the  state  trade 
system  and  part  of  the  agricv-ltural  producer  cooperatives^  As  a  re¬ 
sult  of  the  movement  for  the  formation  of  cooperatives,  small,  private 
farms  were  transformed  into  large  collective  farms.  The  production 
of  each  farm  expanded  a  hundred  or  even  a  thousand  times,  and  the 
total  nuDher  of  producbion  units  decreased  by  over  90  percent;  one 
million  agricultural  producer  cooperatives  were  established  in  the 
place  of  100  million  single  private  peasant  farms.  , 

On  the  basis  of  the  formation  of  the  cooperatives,  the  sale  of 
basic  agricultural  products  increased  in  volume  and  began,  as  we  saw, 
to  be  accomplished  in  shact  periods o  The  agricultural  producer  coop¬ 
eratives  did  not  need  to  spend  immediately  the  who l.e  amount  obtained  - 
from  the  sale  of  grain;  they  lad  to  reserve  funds  for  capital  con¬ 
struction  and  for  production-  expenditures  diu'ing  the  coming  year,  and 
also  for  distributing  for  labor-days .  Sinc-e  the  agricultural  products 
are  purchased  by  the  socialist  trade  apparatus  (state  companies  or 
supply  and  sales  cooperatives),  and  the  suripliers  of  the  agricultural 
prod’acts  are  producer  coopero-tives',  with  the  increase  in  the  nuraber 
of  People’s  ^nk  establishments  and  the  deyelop.ment  of  credit  coop¬ 
eratives  everywhere,  the  possibilities  of  expanding  clearing  settle¬ 
ments  in  the  countryside  are  gr crying  all  the  more. 

The  system  of  clearing  settlements  is  advantageous  for  the 
agricultural  producer  cooperatives.  It  speeds  i;p  and  simplifies  the 
receipt  of  f*w;nds  from  the  sale  of  agricultural  products,  and  elimi¬ 
nates  the  need,  for  work  in  checking  and  counting  cash.  Losses,  errors, 
squandering  and  other  losses  are  thereby  reduced. 

Cooperatives  are  able  to  invest  the  sums  received  from  the  sale 
of  products  in  the  bamk  or  credit  cooperative  immediate-ly.  The  in¬ 
terest  paid  on  deposits  increases  their  income.  In  addition,  all  con¬ 
cerns  related  to  keeping  cash  directly  in  the  cooperative  are  elimi¬ 
nated.  Clearing  settlements  are  also  ad-'/antageous  for  the  bank  and 
for  the  credit  cooperatives,  since  they  promote  the  gi-cwth  of  deposits, 
which  enables  the  state  to  fill  part  of  the  requirements  for  funds 
needed  to  purchase  agricult\iral  products. 

Clearing  settlements  between  socialist  trade  and  agricultural 
producer  cooperatives  are  still  far  from  being  universal.  The  further 
development  of  the  system  of  clearing  sett.lements  in  .the  countryside 
must  be  achieved  with  strict  observance  of  the  principle  of  voluntari¬ 
ness. 

A  change  in  the  channels  of  the  circulation  of  money  in  the 
countryside.  As  the  movement  for  the  fo-rmation  of  agricultural  coop¬ 
eratives  acquired  ever  greater  proportions ,  purchases  of  producer  , 
goods  and  the  sale  of  agricultural  prctbxcits  began  to  be  conducted 
mainly  by  the  cooperatives  rather  than  by  individual  peasants.  As  a 
result,  the  system  of  clearing  settlements  began  to  be  used  more  and 
more.  All  this  promoted  a  change  in  the  channels  of  the  circulation 
of  money. 
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’During  tie  period  before  the  foraiatlcn  of  Cooperatives,  the  state, 
in  purchasing  agricultural  products  from  the  private  peasants^  gave 
them  cash  for  the  whole -value  of’ the  ' purchaae-ilmfled lately. peasan-s 
used  the  money  for 'hcciuiritg 'needed  production  materials  and  cossumer 
gocdso  'Therefore,  the  main  "channels- for  the  flow'of  cash  into  circu¬ 
lation  iii  the  countryside’ were  purchases  of  agricultural  products,  and 
the  channel^  for  its \f low  out  of  ' circulation  was’ the ^6aie  of  production 

materials  and  consumer 'goods  through  socialist ■  trdde.'-  '''  ^  ;  ■ 

At  present  the  following  now  features  have  began- to  appear* : 

Part,  or  even  the  greater  part ^  of  the  payments  for  products  v^urchased 
from  the  agricultural,  cooperative's  aad- for  basic  producer- goous  sclu 
to  them  are  handiled'by  clHariag  Settlement e®  As  a  result,  tue  baSiC 
channel  for  the  flotv  Of  tash  into' the  countrj'-Side  has  become  the  pay-  ' 
ment  of  money  for  labor-days®  and  the  rs.l:o  chejjnel.fOr  withdrs,(ving 
money  from  circulation  ■  is  the  supplying  of  consumer  gaols  to  the  coiin-y-  ^ 
tryside#  Payment  by  cooperatives  for' production  materials ■  acquired 
in  socialist  trade  is  handled  partially  by  clearing  settlements®  ' 

cash' turnover  is  gradually  being  limited  to  relations -between- the  so- 
ciali-3t  enterpr'ises  and  cooperatives'  on  'the  one  hand,  and  t lie  members 
of  the  cooperatives 'and  the-private  peasants  on  the  other  hand* 

The  ■noriods  •  of  rficaipt  of  cash  income  by  the  members  of  the  pro-  - 
ducer  cooperativfis  and  the  private  peasants  differ-ii  x-’or  tne  priva-i^e 
peaocvcts,  income  mainly  dep'ends  on  theJh*'  sale  of  agricultural  proouctsc 
But  cince  the'y  s-oll  and  purchase' g'ooio  in  small  lots,  their  money  re^ 
ceipts  and  purchas'es,  as  w^e'  saw;»  are- inconsiderable  and  diopers-ed  in  -- 

time#  '  .''‘'’z’'  . 

The  money  income  of  the  members -' of  the  agricultural  producer 

cooperatl'’.’e3'  is  mainly  income  for  labor'^ayso  Wot  onlj''  is  it  in  a 
gr-sater -amount  than  the  income  of  the  private  peasants,  bum ^ it  is  more  . 
conce'htrated  in  time,  since  it  is  paid  twice  a  year  (a  p!’ej-im^n3iy 
distfib-ation  in  the  middle  of  the"  year  and  a  final  one  'after  the  fall 

harvest).  -  '  ■  . 

The  cbncentratidn  in  time  of  - the- money-  Inc caie  of  - the  coopera¬ 
tive  members  ca'uses  a  relative  concentration  of  their  expenditures  for  , 

the  purchase  of  consumer  goods,  -  •  ;  ■ 

But.  in  order- to  distribute  -income’  for  labor -days,  the  agricul¬ 
tural  cooperatives  must  -sell  the  greater-  part  or  all  of  the  products 
intended  for  sale i  It  is- dtherwise  -wi'fch  the  private  peasant o,  who, 
d-uring  the  fall  harvest  period,  ca-a  -xiarve&t  part  of  the  products, 
seP  them  immediately  in  small  lota,  and  me.ke  small  purchases®  In 
the"codperatlves -a  cer-fcaih  period  Of  time  elapses -between  the  harvest 
and  the  distribution  of  inhbme  among -the  members  e  During  this  interval  .: 
(sometimes  inconslderhl'lcr) -  the.  privrite  can  make  small  sales 

a'nd  pijirchases,  but' the  cooperatives' can  only  serl.  Thus  the  huge  p-ur-. 
chasing  power  of  the  codperativd  members  is  only  a  potential  purchasing 
pci-rer  during  a  certain  period^  before  the  receipt  of  income  for  ls.bdr- 
days, 


In  this  conaectiODj)  in  the  intereets  of  tbo  cooperatives  it  is 
necessexy;  after  the  fall  harvest^  to  extend  the  tiae  for  the  sale  of 
consumer  goods  to  the  peasants  in  large  amounts »  AisO;  this  period 
can  be  reduced  by  mors  effective  organization  of  state  F^^chasew  of 
agricultural  products,  of  the  sale  of  products  by  producer  coopera¬ 
tives,  and  of  accounting  works 

An  increase  in  the  supply  of  commodities  by  the  local  supplrf 
and  sales  cooperatives  oh  the  local  mrkets.  This  reflects  the  striv¬ 
ing  of  the  lairal  population  to  select  a  more  advantageous  form  of 
trade «  In  the  sphere  of  the  circulation  of  money  this  form  of  trade 
causes  a  tendency  for  money  to  flo«-  into  circulation  end  to  be  with¬ 
drawn  from  circulation  directly  oh  the  local  levels  Thus,  in  the 
Sixth  Region  of  I-hsien  County,.  Liaoning  Province,  there  were  a  total 
of  four  local  supply  and  sales  cooperatives  of  which  one  was  in  the 
village  of  Ta-yH-shu-pao,  the  central  market  point  and  the  economic 
and  administrative  center  of  the  region*  In  the  past  over  5^  percent 
of  all  sales  by  supply  and  sales  cooperatives  in  this  region  were 
handled  by  the  cooperative  in  Ta-yS-shu-paOo 

Beginning  with  195^  when  cooperatives  were  formed  on  a  wide 
scale  the  situation  in  this  region  c?aangedp  During  the  first  half 
of  1955  "the  total  amount  of  sa2.es  by  sv.pply  and  sales  cooperetives 
increased  by  approximately  11  percent  in  the  region  as  a  whole  over 
the  first  half  of  1953 0  However,  the  growth  in  sales  was  unequal^ 
among  the  different  cooperatives  *  The  share  of  sales  by  the  Ta-yS- 
shu-pao  supply  and  sales  cooperative  in  total  sales  in  the  region 
fe2..1  from  55 »!  percent  to  27*^  percent,  and  the  volume  of  sales  fell 
from  280,000  yuan  to  180,000  yuan.  The  volume  of  sa-les  increased 
considerably  in  the  other  three  cooperatives,  and  their  share  in¬ 
creased  from  45  percent  to  73  percent,  Tae  share  of  sales  made  oy 
the  cooperative  in  Ch^e-ch^ang  rose  especial.ly  aharplj'’:  in  the  first 
quarter  of  I953  they  comprised  only  4,2  percent  and  hs  the  second 
quarter  of  1955  they  rose  to  24,5  pex’cent. 

After  the  formation  of  agricifLcural  cooperatives  the  rural  in¬ 
habitants  tried  more  to  make  purchases  j,Gcal.Ty,  closer  to  home#  This 
caused  an  increase  in  saD-ss  by  the  local  supply  and  sales  cooperatives 
located  in  direct  proximity  to  the  xnasses,  and  to  a  reduction  in  sales 
at  trade  centers. 

The  basic  causes  ’ras  that  when  producer  cooperatives  deva2.oped 
both  men  and  women  began  to  participate  in  pralaction.  The  peasants, 
valuing  their  labor-days,  stopped  going  sevei-al  tens  of  li  (one  ii  Is 
576  meters)  to  market.  Formerly  there  was  a  market  In  Ta-ytl -shu-pao 
about  every  three  day.:^,  and  each  time  over  6,000  peasants  visited  it, 
Kow  only  3,000  persono' corae  bo  the  markc-te  Fcrmer.ly  the  private 
peasants,  selling  and  buying  in  small  lots,  were  compelled  to  go  to 
the  market  since  only  there  could  they  conduct  the  sma.ll --scale  trade. 
After  they  joined  the  agricultural  producer  cooperatives  the  situation 
changed.  Sales  of  basic  products  in  large  amounts  and  purchases  of 
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the  moat'  icrportant  production  materials  began  to  be  oonflucted  by  the 
cooperatives  in  &. completely  centralized' n^nnero  As  a- result^  "peas¬ 
ants*  trips  tp  sarket  fell,sharply.e' 

Thus^  the  tendency,  foriaoney  to  •leave  circulation  in  the  same 
places  where  .  it .  entered  appears  evehrmore  clear lyo  ■  The  eStabli’B-hoent 
of  retail  sale  divisions  at  supply  and  sales  cooperatives,  everywhere 
in  the  countryside  and  the  extensive,- organization 'of':  the  activity  of 
small  traders  and  bawkers  .in  the 'Villages  flU.  the  requirements  of 
the  new  situation  in  the,  sphere  , of  the  circulation;  of  commodities  and 
money  . in  the  countryside,,';. ;:.c  .. 

.Thus^  the  effec-a  of  ,'ihe  foraa1:-io33.  of  agricultural  cooperatives- 
on  the  circulation  of  money- in .  t-M  countryside  consists  mainly  of  th^e 
following*  -  -  ...  -■  • 

Payments  betwesn  agricultural,  producer  cooperatives  and  so- 
cialist  trade  have  gradually  began  to  be 'handled  In  the  form  of  clear¬ 
ing  settlements .  -The  cha'cnels  ;f o;?.  the  .inflow  and  return  of  money  in 
rural  turnover ..hs.Ye  changed*  ;  Money  .ncjw,'. flow's  into  circulation  .Ejainly 
during  the  period  when  income  is  dis'tributed  for  lapor-daysi,  and  money 
leaves  circulation  through  the ;  supplying  of  .consumer ,  goods,  .to  the 
peasants#  Money  revenues  and  expendi'tures  of  coopex'ative;  members  are 
of  a  more  concentreted  nat'ure-,  -The,  requirement  on  the  part  of  the 
peasants,  to  ms-ke  purchases  near  home  teS'  increased^,  SQ  that  the  ten¬ 
dency  for  money,  to  be  removed  in  the  same  place  where  it  entered  xufx- 
culation-has  gcov'n  strcngerp-:  At-  tW-  same,  time  -the  share  of  m,oney  : 
wit hdravrn',, from  circulation  through  .credit  channels  has  increased#  . 

All  these  changes  were  caused  by  the  .great  transformation , of 
production  relations  in  the  . countryside ,,  .by  \t 2k  conversion  .of  single, 
private  peasant  fares  in-iio  collective  farms#  .*  . 

The  Increase  in  Possibilities  for  Regialating,  Seasonality 
in  the  Circulation  of  Money  T]xc-ough., Credit  Cto  "  ■ 

The  peculiarity  of  the  rural  ma,rket :  is  its  seas  onal  nature,' 
due  to  the  seasonal  natm-e  of  agricxltyral  pr eduction#: -  The  rural 
market  situation  ia  the  first  half  o.f  19!53  (the  spring  field  work 
period)  . was  characterised  by  an  exceoE  -. of  sales  over  purchases  on 
the  part  of,  socialist  trade  and  by  an  exc,e»2B  of  p’.ir chases  over  sales 
on  the  part  of .  the  peasanys#.  As  a  result y  the.  amount.'  of  money  in  the 
peasants  V  hands  decreased,  and  money  was  withdrawn  from  circulation# 

'  .faking  the.  amount  of  pukc^ises ;  of -agricultural  products  dxiring 
the  first  half  of  each. year  as  100,  . .the  volume  of  sales -^of  goods/' is 
expressed  as  follows;.,  y.'.  ."  .  . 

■  :  :200  ,  ■  ' 

1954  ■  132  "  ■  " . '  1956  224 
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^ring  the  second  he. If  of  the  year  the  sifaation  changes 
radicaiLi.y £  for  aocialist  trade^  purchases  e^'iceci  sales,  and  for 
the  peasants,  sales  exceed  purchases »  Moreover,  the  amount  of  money 
In  the  peasants ’  hands  increasos -  which  means  an  increase  in  the 
amount  of  money  in  circu3.ation*  Taking  the  amount  of  purchases  /of 
agricultural  products/  as  100,  the  value  of  sales  /of  goods/  during 
the  second  ha.lf  of  the  year  was: 

1953  67,3 

195^^  83,7 

1?55  82<,0 

Approxir'iately  two  thirds  of  the  money  expenditures  for  the  p'iic- 
chase  of  agricultural  products  occur  during  the  secoiid  half  of  each  of 
these  years,  and  one  third  during  the  first  half  yearo  During  the 
first  half  of ^195 6,  according  to  preliminary  data,  these  expenditures 
comprised  a  little  over  27  percent  of  total  expend j.tures  for  the  year, 
while  expenditures  during  the  second  half  j^ear  comx-'i’iBsd  about  73  per¬ 
cent  o  This  is  beceuce  purchases  of  agricultural  products  have  become 
concentrated  as  the  result  of  the  formation  of  a<gricu.ltural  coopera¬ 
tives  0  ' 

Toe  shares  of  money  receipts  by  state  and  cooperative  trade 
during  the  first  and  second  haj.ves  of  3-956  were  approximate3.y  the  same 
as  in  the  preceding  years;  according  to  preliminary  data,  47' percent 
occurred  in  tho  first  half  year  and  53  X>ei’cent  in  the  second,,  The 
huge  volume  of  agricultural  cooperation  has  promoted  not  on3.y  an  in¬ 
crease  in  t.he  sale  of  production  matcr?.a.l3,  but  its  concentration,  in 
good  time,  in  the  first  half  year. 

The  growth  in  agricultural  credits  by  the  People's  Bank  and  the 
ever  greater  payment  of  advances  to  the  peasants  increased  their  pur¬ 
chasing  power,  which  has  been  reflected  in  purchases  by  the  peasants 
in  good  time,  Thi.s  made  it  pcasib.l©  to  reduce  the  issuance  of  money 
in  the  second  half  of  1956,  when  purchases  of  agricultural  products  in¬ 
creased  and  a  growth  in  production  was  expected ,  The  deveD-opment,  in 
every  wajf,  o.f  cred?.'c  work  in  the  countrywide  a.lso  stinralated  a  ten- 
dencj'’  toward  leveling  of  peasants*  puccbasing  power. 

However,  seasonauity  in  com3i;idity  circulation,  caused  by  sea¬ 
sonality  of  agricultural  production  and  man;lfested_as  an  excess  of 
sales  of  goods  in  the  couutrj^ide  over . pi-rcliases  /of  agricultural  pro¬ 
ducts/  during  the  first  half  year,  and  in  an  excess  of  purchases  over 
sales  in  the  second  half  year,  continues  to  exist.  It  is  necessary 
to  study  the  peculiarities  of  the  Influence  of  this  seasonality  with 
the  aim  of  regulating  it  accordingly  in  the  interests  of  promoting 
satisfaction  of  cooperatives  *  and  private  peasants  *  needs  for  money, 
of  fu3.f idling  the  state  commodity  turnover  plans  and  of  strengthening 
market  stability. 


-  99  - 


During  the  pa,st  eeTeral  years  the  state  l:^s  supported  the  peas¬ 
ants  with  credits 'dufing  the  spring  fie^A  workp  5!bis  aid  was  espe¬ 
cially  considerable  during  the  spring  piling  •period  in  the  f .-.rsp 
half  of  1956  as  the  following  data  show ..v:.:-  '  ‘ 

'  (h*edit  Aid  to  igriculfcOTe-^'- 
(in  million  yuan) 


Advances  for 


First 

Ealf 

Year 

Credits 

Payments 
of  Savings 
Depoi^lts 

,  Purchases;  of 
Agricultural 
. .Products  ;  __ 

Total 

1953, 

390, 

40  .  ... 

V'  V  ■:  ■■  /  -A:' 

-  43<1 

1954  ■ 

'  ■  250,: 

'  ■  .  .So 

.4",  ,,180  .  A- 

■,  49c 

1955 

:/  4ip;b 

32.0b;:: 

.  '  -160 

-.890 

1956  ' 

t  l;84o/ 

'350;, 

VO 

CD 

0 . 

3/170 

C-rOTth 

(195:^  °  100) 
.  ^  100’ 

-  ^  llh  ^ 

206 
736- 


The  total  value  of  state  pvtrchases  of  agricultvu'al  products  in 
the  countryside  during./bhe.  first half,  of  19^6  hardly  ctonpd  in  com¬ 
parison  with  the.  same  period  of  the,:  preceding  year*  .  A'- 

the  total  value  of  ^gpods,  which  were  .supplied  to  the  apicu-^tural  c  -  -  - 
operatives  increased  by  several  billion  yuan -  during  .  .'ne  . 

year.  An  especially  large  growth  (43 1  Percent)  occurred  in  de.^.vsx..ee 
of  prcdiiction  materialaj ,  m.orebver,  deD-iveries  of  new  oypes  of  agru.-  ■ 
Cultural  Implemerhoa  increased  more  than  six  times,  ^  ' 

All  the  .ahove  demonstrates  that,  the  increase  in  aid  ..to  tee 
countryside  through  credits  and  advances  .for  EVirci^ses^of  agricnj^^al 
products  is,  a  basic  method  of  regulating  tne.  sez^Bom^^^Y-O.  vhe  ^ral 
market  and  of  the  circulation  of  money  in  the  countrysiae,  _ uD 
tion,  the  continual  improvement  in  supplying, the  peaeanvs  witn  P-oduc- 
tion  materials  and:  consumer  go, cds  during  the  first  half  year  not  on..y 
p-omotes  the  flow  out  of,  circulation  of ^ the  money  vhicn  flowed  .  *n  • 
during  the  turnover  in  the  procedSA'i  ^Arket  peak;  bum  als.o  plays  an 
extremely  important  ro3.e.  in  the  nattA'.r  of  satisfyiug  too 
of  rural  production  and  of  giving  aid- to  .the  peasants ;  and  in  redac-nt, 

the  tension  inherent  in  the  Esrket  peak. season ^  ^ 

:  During  the  secoiid  half  year.;;  when  purchases  by  .i-he  socialist  ■ 
trade  network  exceed  its  sales,  credit  regulation  has  extremely  greau 

°i^^”f^BSow*are  data  cn^  of  money  out  of.  circulation  through 

credit  channels  ,  (in  million  ynian  / 1;;  ' 


He  iElD'or  s  erne  n  v 


Second 

Hale 

Year 

Receipt  of 
Deposits 
in  the 
Countryside 

Repayment 
of  Credits 

of  Advances 
for  Purchases 
of  Agricul¬ 
tural  Pi’oducts 

Total 

Growth 

(1953  “ 

100) 

1553 

160 

160 

— 

320 

100 

1954 

330 

150 

180 

710 

221 

1955 

A90  . 

170 

l4o 

800 

250 

Eius,  during  the  market,  peak  season  in  1955  the  flcr,/  of  mor 

isy 

0 

0 

circulation  through  credit  meatonres  was  14 

percent 

greater 

uhan  in  195'4^  and  15 0  percent  greater  than  in  195 3  o  Eo’/?ever^  since 
the  foriiiatlon  of  ag:«?ic.ul.t’zral  cooperatives  vas  iiien  still  in  the  cle- 
velopnental  process^  the  regnU^ating  of  the  credit  neaeux'es  'wao 
especially  apparent  in  the  regions  with  the  greatest  degree  of  coop¬ 
eration  o 

¥e  have  only  ton.ched  on  some  of  the  most  inportant  problems  in 
the  sphere  of  the  circxilation  of  money  whi.ch  took  place  during  the  for¬ 
mation  of  cooperatives  in  the  ccRintryside  fer  a'per'iori  of  a  little  over 
one  yoaro 

V 

The  Influence  of  the  Socialist  Transformation  of  Capitalist  Industry, 
Trade,  and  Cottage  Industry  on  the  Circulation  of  Jfoney  in  the  City 

la  1956  the  socialist  transformation  of  capitalist  industry, 
trade,  and  cottage  industry  had  bean  successfully  completed  on  the 
whole#  The  successes  in  socialist  construction  and  socialist  trans¬ 
formation  during  the  First  Five-Year  Plan  period  had  a  corresponding,, 
effect  on  the  circulation  of  money  in  the  city#  Eewever,  we  do  not 
yet  have  sufficient  materials  at  our  disposal  to  present  an  exhaustive 
analysis  of  this  problv^m. 

On  the  basis  of  some  materials  (for  195^0  for  the  Port  Arthur 
and  Dal'nyy  region  and  S-,he  cities  of  Anshan  and  Shen-yang,  it  is  possi¬ 
ble  to  trace  the  general  tendency  in  the  devalopaent  of  the  circula¬ 
tion  of  money  since  these  regions,  during  that  period,  had  a  large 
share  of  industr;»'  with  an  absolute  predominance  of  the  socicilist  sec¬ 
tor  of  the  economy 0 

The  data  for  these  regions  give  a  general  picture  of  the  fol-. 
lowing  main  features  in  the  cix'culation  of  money  in  trade  and  indus¬ 
trial  centers  with  a  predominating  share  of  the  socialist  sector  of 
the  economy* 


a.  Changes  in  the  distribution  of  money  among  the  different 
classes  and  layers  cf  society e  As  the  result  of  the  develcpmeat  of  ■ 
production;  the  expansion  of  trade;, the  increase,  iii  the  population’s 
purchasing  power,  and  the, growth  in- tlie  share  of.  the  scciaJlst  sector 
of  the  econoiry,  the  ani'ount  of  money  in  circulation  in  the  cities  in¬ 
creased  as  a  whole,  but  its  distribution  among,  the  different  social 
layers  of  the  population  was  unequal. 

The  amount  of  .' money  in  the ;  hands  of  the  working  popuJatioa 
(nainly  workers,  employees  and  peasants  from  the  suburban  regions) 
increased  considerably.  The  araount  of  money  held  by  state  enterprises 
did  not  change  appreciably  althou^  their  activity  devei.oped  tre¬ 
mendously,  The  .  amount  ..of  .  money  hf;.ld  by  •private  enterprises  , also 
changed  little,  but  its  share  in  the.  total -amount  of  .Bioney  circu-  , , 
lation  tended  to,  fall,  as  ’  appafontiln  the  example  of  uho  £*02^0 
Dal’nyy  region,  :  lij„  this-  region  the  •  total  amount  ,  cf  money  to  clfcuoa-  ; 

tion  increased  by  .sif.percent,  between  Apr.il jl950  and  April  : -SetK’- 

evor,  the  change. was: not  identical  for.;the.,differe.nt,  ^yers  of .  P9X)u.!a.-, 
tion  and  economic  sectors, 

.. : First,  despite  the  fact-  that  the-.actiyity  of  the  .socialist,  en¬ 
terprises  and  state  establishments  .deyeloped,  'Ohe  amount  of  ..money  at 
their  .'disposal  dacreasad  by  10,  percent  to.,  absolute  terms,  duri-^this. 
period,  and  prop'ortionally,  from  60  percent  to  34  percent  of  the  tqtal 
money.  This' was  caused  by  the  development  of  clearing  settlements  be¬ 
tween  socialise  enterprises  0  . 

Second,  the  amount  of  money  in  the  hands  of  the  population  Urt- 
cluding :  peasants •  from  .the,,  suburban  : rogiCThS ) ,  'tripled  . .in  .abBO-r 

lute  terms,'.)  coiTesponding  on  the  wh,o3e  ■  with.,;  the,  grow'fn.  ln^i^  ' 

the  increase  in  purchases  of  agricultu'i’al  produces,  and  its  share  in¬ 
creased  from.  29  percent,;, t<>;.50  .percen;o'c-  -Sais  pa-ct  of  .the,  money  iny; 
creased  steadily .  and  began  .to.  play,- .the.'predominatirg  role,  to.vtotal 

cash  turnover., -I 

Third,  the  money  held  by ■  private  enterprises, :althouga  *t  in¬ 
creased  in  absolute  terms,  did  ■cot-  change  : in  respect.^  to  its  sMre  , 
(about  15.  percent  of,  total  money  to'-  .ctoculation.) , 

Below  we  give  data  cn  the  changes  in  the  distribution  of  ;  money 
in  the '.cities'  of  Bhea-yang  ecid  Auohan  (i-n.- percent  of  .total  .money  in 
circulation,);.-  ^ 
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Workers^ 
EmplcQrecs^, 
Ot.her  Popula- 


State  Ehter- 
prises  and 
Organizations 

Private 

tion,  and 

Suburban 

Peasants 

■, ,  Total 

Period 

Shen- 

Anahan 

yang  Anshan 

Shen  - 

yang  Anshan 

Shea- 

yang 

m  ■  iwi,,  t  ■ 

Anahan. 

Kov  1951* 

15cl 

14o4 

60,2  49,5 

24,7  360I 

lOOoO 

100,0 

Apr  195'^ 

i8a 

25,4 

34=0  llo6 

47,9  63 ®0 

lOOoQ 

,  100,0  , 

^  For  An Shan,  October  1951® 

The  share  of.moaey  in  the  hands  ,of  the,- po'pulat ion  increased,, 
sharply;  the  share  held  by  private  enterprises'  fell  greatly,  and  the 
share  held  by  state  enterprises  Increased  althoiigh  this  increase  was 
small  in  comparison  with  the  development  of  their  economic  activity n 

The  indicated  changes  were  the  resvvLt  of  the  development .of  the 
socialist  econory,  the  growth  in  the  share  of 'the  socialist  sector  Of 
Industry  and  trade',  'and  the  socialist  transformation  of  private  capi¬ 
talist  industry  and  trade  with  the  appropriate  development  of  social¬ 
ist  credits 

?in .connection  with  the  development  of  methods  of  socialist 
crediting  and  settlements,  with  the  introduction  of  control  over  cash 
turnover ,  ^rid  with  the  eypans ion  in  ^  cleaning  s  ettlements ,  reijuirements 
of  socialist  and  semis oc’iaiist  enterprises  .for  cash  fell  sharply.  On. 
the  other  hand,  the  income  of  the  workers,  enployees  and  Suburban 
peasants  increased  pa  the  base  of  the  development  of  production,  in¬ 
crease  in  Wages,  rldh ',hafyes»j,  and.'regalaticn.pf  purchase  '.prices, 

b.  Changes  in  the  structure  of  cash  turnover^ in, the 'cities,  ,  . 
Wages  became  the  basic  channel  for  the  flow  of  money'  into  circulation 
in  the  cities,  and. the  .sale  of  gccdb  and  services' to  the  population 
became  the  basic  channel  for  its  .-with^awal,"  , 

Data  on  the  cash  turnover  pf  the  Pebple.Ts  Bank  , In  the  Port  , 
Arthur-Dal'nyy  region  fbllcviu  (in  percent): 

.Poilrth'  .First 
Quarter  ,  Quarter 

Receipts  of  cash'"  ; 

Retail  and  wholesale  trade. '  .  '  •  j  .  .  7!^«3 

Transportation' and  nuniclpal  ,aervice.s,r...,.l  6*3  -  .  -  ■  ■r-. 


Pcfurth 

Quarter 

First 

Quarter 

financial  receipts 

5.5 

Bank  deposits 

.  10,4 

I0o6 

Other 

10,6 

14,8 

Total 

lOOcC 

100,0 

Cash  payments 

Wages 

58c2 

TOoO 

Purchases  of  agricu7j.tural  products 

15.2 

4,7 

Administrative  expenditures 

3.0. 

— 

Payment  of  deposits  by  the  bank,  issue 
of  credits 

12,4 

11,3 

cypher 

11,2 

14,0 

Total 

lOOcO 

100,0 

Conseiiuent.ly;(  wageg  accoont  for  7^  porcenv  of  all  cash  payments  o 
At  the  sane  time;  over  two  thir'ls  of  all  receipts  of  cash  flcrw  through 
trade  into  the  bankc 

This  is  also  characteristic  of  the  money  tuenover  of  Shen-yang;' 
Harbin;  Anshan  and  other  cities  in  which  the  socialist  sector  comprises 
a  large  share  of  industr o'-* 

The  data  presented  reflects  the  improvement  in  supplying  goods 
through  socialist  and  cooperative  trade;  the  increase  in  the  sale  of 
goods  by  the  retail  trade  network;  and  the  strengthening  of  bank  con¬ 
trol  over  the  observance  of  the  p.ians  for  issuance  of  cash  into  cir- 
culatiouo 

It  is  apparent  fr'om  the  above  that  in  industrial  cities  where 
the  socialist  econoii^'  comprises  a  large  siKire  the  decisive  link  in 
control  over  the  circulation  of  money  is  the  correct  regulation  of 
the  relationships  between  the  amount  of  wages  paid  and  the  volume  of 
retail  commodity  turnover  and  theJh*  careful  coordination o 

During  the  years  undex-  examination;  based  on  the  development 
of  production;  the  supplying  of  food;  cloth  and  other  consumer  goods 
to  the  population  improved  every  day,  and  prices  remained  stable. 

At  present  an  important  problem  is  to  increase  the  supply  of 
secondary  food  goods  to  the  population.;  these  goods  comprise  approxi¬ 
mately  20  percent  of  workers*  and  eag^loyees*  budgets. 
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The  steady  growi:h  i»  the  wage  fund  has  posed,  a  number  of  new 
problems  in  the  field  of  trade  and  the  circulation  of  money »  She 
central  ,probj.em  is  an. 'increase  in  the  production'  and' supply  of 
goods ^  an  incr^se^in  paid  services^,  the  development  of  Bavings,  etc*-' 
I^offi  the  beginnJjag  of  the  plaimed'eOofcomlc  .construction,  along 
with  a  rapid  develbpiKht  of  capital  cOriS'to  and' industrial  pro-  ' 
ductioa,  the  isoxiance  .of  money  Into  circulation  through  wage  funds 
has  increased  ranidlye  Thus,  taking  payments  Of  cash  in  the- form ^ of 
wages  in  195k  as” 100,  3n  1955  they  were  118,  and  in  1956  (according  ' 
to  a  preliminary  estimate),  149;  ioeo<.,:they  increased  bj’-  aZ-most  ^0 
percents  This  is  the  result  of  the  growth  in  the  number  of  workers 
end  employees  and  of  the  increase- in  the.  wage  rates  0  .  In  1956  aZ.ane 
wage  rates  were  increased  by  more  iduan  10  percent  throughout  the  coun¬ 
try*  . 

The  great  amount  of  cash  ■vh3..ch  floors  into  circu?,ation  tie.’ough 
the  payment  of  wages  must  flow  back  into  the  bank  in  an  organized  way 
through  the; sale  of.  goods,  the  supplying; of  ; servlcbs,  and  other 'meas- 
uresfi  ...  ' -i' 

After  the  80cia?4.?.8t  transformation  of  capitaiist  ,  industry' and  ■ 


trade  ar4  the  establlsXuuent  of .  ..the  Joint  state -private  enter^^  ■ 

all  of  the  country's  indv’stry  .and  trade  began  to  be  controlled 'mainZ.^'’ 
by  the-  stat^o  -  >  In  res.poot  to  the  ,  clrculat3.on  of  money 'the  follcwing 
changes,  occurred  3.n  this-  (ionne,ctioh'.o  - 

a  a  Formerly  the  iaaaance;  wf  aoney*  into  olrccuZiation  for  the 
capitaZi-lst  sector  of  the  economk  was  entfemeiy  diffioult  to  contro3.o 
Now  this  problem  birdlc/  exists  .in  'the.  cities  e  Cash  issued  into  cir - 
culatlon  for  , joint  and  state,  enterprises  .;is  completeZly  the  sa^rre  in 
nature*  This,  money  cau.be  regulated  ih.;.  oonf criJiity  with  socialist 
principles-  (of  ccuros,  the  principled  and  ;KiethodB  j.n  respect’  to  small 
state-private  enterprises  and  small  cooperatives  diffec*)*  With  the 
assistance  of  credit  end  .settlement  work  end.  Of  control  dvei*  the’ movs- 
ment  of  cash,  it  is  pocsible  to  reduce  requirements  for  cash  and  in’-  . 
creese  the  planned  character  Of  the  clccu5.ation  of  money* 


:  bi  .  Money  is  Isoued  in  cities  mainly  through  the  channels  of  • 
capital ■ construction,  .wages ,  and  Interest  .payments »  The  expenditures 
for  capital, oonstructien  and  for  waged  are ; especially  diirgeo  ;• 

Satisfying  .the  requirdments  . of  capital  constructi'on  for  bul-ld- 
ing  materials  and  .thereby  achieviag  the  planned  balance  of 'capital 
construction  .is  a  task  of  great  impcnrtsncc  o  '  Obdcrvance- of  the  bala.uce 
between  wages  and . consumer,  goods  put  on'  the  market  for  supplying  the 
population, is  also  a  problem,  which  is  difficult  to  solve,  since  the 
consumer  goods  depend  bn  pr'cd,uctibri  by  the;  peasanba  and  other  sjmll 
producers*  la  additio-o,  it,, is  necesbar'y  to;  consider;  a  number  of  ■  ■ 

peculiarities  peculiar  to  f-he  expenditure  of  Wages ;  concentration 
in  time,  immediate,  demnd  for  ■  consumer,  goods,  ezectition  of  purchases  - 
on  the  local  .level,  and  the  need  .for"  a.wide  aseortment  of  goods  • 
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In  Order  to  resolve  the  difficulties  it  is  necessary^  ir.  addi¬ 
tion  to  implementing  measures  in  the  sphere  of  produc'sion  and  ca^es^ 
to  turn  attention  on  methods  for  regulating  the  payment  of  m^ey  for 
wages.  These  methods  include  control  over  the  expendit^ore  of  the 
growing  wage  funds,  regulation  of  the  pajaiieKt  of  wages  in  the  sense  of 
greater  dispersal  in  time,  end  strengthening  the  work  of  attracting 
deposits.  All  this  must  lessen  tension  in  the  supplying  of  goods  to 
t?ae  market  0 

VI 

[;ii3  Monetary  Ksform  in  Hew  China 


The  nature  of  Monetary  Reforms 
VJhen  studving  the  nature  of  the  mor.etas’y  reform  implemented  by 


■eform 


a  state  it  is  first  neceseary  to  ccnsider  in  whose  interests  th  ^ 
is  implemented :  in  the  interests  of  the  exploiter  cj-ass  or  of  uhs 

wide  masses  of  woi'kerso  ,  - 

The  nature  of  a  state  *  s  monetary  reform  is  determined  oy  the 
nature  of  the  staters  social  and  economic  structure.  Monetary  reforms 
in  capitalist  states  can  only  be  an  instr\uaent  for  expj.oi'i;ation  of  the 
workers  by  the  bourgeoiale.  In  capitalist  countries  the  workers  A,ose 
huge  sums'  as  the  result  of  monetary  reforms.  These  reforms 
form  for  robbery  of  the  wide  masoes  of  workers  by  the  monopol.\Sv3o 

'Xhe  monetary  reforms  in  old  Cjiiua  ^'•sra  also  iaportant  methoas 
for  exploitation  of  the  people  by  bureaucratic  capital. 

On  3  Hovsmber  1935  the  reactionary  Kuomintang  governmeKv  Amp.*.e- 
monted  a  monetary  reform.  The  paper  money,  "fa  pi,"  iccueu  in  place 
of  the  silver  yuan  were  actually  tied  to  the  English  pound  and  ohc 
American  dollar.  This  was  a  monetary  system  of  semicolonial  nature. 
The  "fa  pi"  depreciated  very  quickly.  A  long  period  of  inflation 

After  a  little  over  11  years  (from  1937  to  1948)  the  issuance 
of  "fa  pi"  had  increased  470,000  times,  and  prices  had  increased  more 
than  4,920,000  times.  In  Aagu.st  19^8  the  Chiang  Kai-shsk  clique,  try¬ 
ing  in  every  way  to  remove  gold,  silver,  foreign  ciurrency  and  tu-her 
valuables  from  the  pop^tlatioa,  implemented  a  second  monetary  reform 
and  ""fa  ni"  were  replaced  by  so~cai.-ed  "go.’.d  yuan."  In  less  tnan  a 
yesr  the"" amount  of  paper  "gold  yuan"  issued  into  circulation  increased 
240,000  times,  and  the  value  of  the  money  fell  to  one  ten  millionth 
of  the  value  which  it  iiad  a  year  before. 

Between  June  193?  and  May  1949  the  issuance  of  money  increased 
17608  billion  times  j  d"aring  the  same  period  whoiesa.le  prices  in  Shang¬ 
hai  rose  13,884  billion  times.  The  losses  borne  by  the  people  as  a 
direct  result  of  the  depreciation  of  the  money  exceeded  15  billion 
prewar  silver  yuan. 
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The  predatory  monetary  reforms  conducted  by  the  Chlang  Kai-shek 
cll(iue  -were  deeply  odious  to  the  -.-peoplea 

The  monetary  reforms  of .  fi  eociaiist  etate^.  regard.'les.e  of  yhether 
their  purpose  is  to  halt  inflation- and  stabilize  the  c.urfency  or  to  re¬ 
distribute  ■ the  people*  s  wGalth  during  the^  trausitioh  period ,  f or^  etriklhg 
a  blow  against  the  capitalist  .elements  and  regardless' pf' the  .specific 
methods'  used-  in  conducting.  the,:reform,  have,  the  over-all  goal 'of  de-  ' 
veloping  the  planned  socialist-:  economy  .and  impro^’iiig  the  workera  life. 
Thus  their  nature  is  .fundsnientallv --different  from  theVnature  of  the 
monetary-reforms'-of  .capitalist  states  s,  ,,1- 

The.monetary. reform,  conducted, -in  the  People's  P-eptbiio  of -China  . 
in  ^ferch  1955  'waSj,  in  riaturSf  similar  to  the  monetary,  ref  or  ms.  Of  other, 
socialist  countries  o  Its  form  vas  determined  by  the  political. "ahcl 
economic  situation  ..of.  .our  -  country  at  that ,  period ,  Tlil. s  'r§:5oi%  .led  its 
clear  peculiarities,  conforming  to  the  specific  ■■situation  in  China,, 

.  The  Ec-orsomic-  Situattoa.  of  People’s  Ch?^a  '  ;  ; 

■During  , the  Period  of  Issuance  of  the  Siev  Money  ‘  f  \ 

The  1955  monetary  reform  was  conducted  on  the  base  of  a  steadily 
developing  prodiict ion  and  expanding:  commcdl.ty  t'^nover  and,  of  a .  balanced 
state  budget  and  balance  of  pajeaants  with  a  long  period  of  price  Sta¬ 
bility  (beginn3.ng  with  March  1950 )e.:  The  reform  was ’.realized' during  the 
period  of  considerable  victories  ir  the  field  of  socialitt  transforma- 
tiono 

In  195^  the.  total,  valve  of  industrial  and  agricult’ural  output 
Increased  to  2*2  times  that  of  19^9/  and  output  of  modern  industry  in¬ 
creased'  to  4#3  tiaes’that  of  ,1949;  .production  of  grain  increased  by  50 
percent  and  production  of  cotton  by  160_ percent  9. . 

The  rapid  upsurge  in  production  was^  the  base  for  the  expansion  '  ' ' 

of  commodity  turnover  9  The  volume  of  i*etail  trade  sales  in  1954  was 

130  percent  greater  than  in  195.0'»  -v;  '• 

■  On  the  basis  of  the  development  of  .industry,  the  expansipn  in 
trade,  and-  the  increase  l.n  the  populatloa’s  .standaM  of  livihg,^'  the  '  _ .  ' 
country's  financial  situation  imp.';oved  and  ctrengthened*  Bvidget  ’ 
revenues' in  1954  amounted  to  i27  bil-lion  yuan,  4»2  times' the  195 P 
revenue's^  .end.  expenditures,  amounted  to  24*9  billion  yuj^,  3e6  times 

the  1950  expenditures  0  The  excess  in -revenueo  over  expend it uresen-; 
abled  ah  increase  in  the-  People *^8  .Bank's  Gredit  res6arces,t  i^hich  pro¬ 
moted  favorable  conditions  for  the  further  sti^'engthening  of.  the  circu- 
lation':  of  inbneyi/ •.  "  ;  o-;.:  ::  0.  ■  ;  •  >  ■ ;  ^ , 

■  China's  balance  .of  ,paymeEts_j  based  on  /sucGCSses  iri  :the  reepa.- 
struction  of  the  natioi^il  econcay^  .on  the  expansion  of  foreign  trade 
and  OK  the  developmfent  of  interaational,  economic  relatiGnships,  de¬ 
veloped  normally  and  stablyo,-,  -Total  receipts,  and  payments  the  1954  t 
balance  of  payments 'amounted  to  .more  than  ,2 *2  times  the  I95O  level* 

During  1950-1952  payments  amounted, to  90  percent  of  receipts, .and"  during 
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1953-195^>  98  percent*  Thus,  the  balance  of  payments  was  balanced, 
and  afterwards  an  excess  of  receipts  over  paymei'jts  appeared  0  At  tne 
same  time  the  cov>ntry*s  gold  reserves  increased  sharply.  \ 

In  1954  output  of  state  industry  comprised  59  percent  of  Ch-na  s 
total  industrial  production;  output  of  cooperative  industry  conrprieed 
4  percent,  tliat  of  ^oint  state-private  industry,  12  per  cent,  ^end  that 
of  private  industry,  25  percent.  Consequently,  the  80cral..3v  sector 
occupied  a  predominating  position  in  industrial  production « 

The  share  of  socialist  trade  tn  wholesale  sales  reached  89  per¬ 
cent  in  1954,  and  in  retail  sales,  59  percent.  The  position  of  so- 
cia?i.i3t  trade  had  strengthened  considerably.  ^  ^ 

By  the  end  of  1954  there  were  already  almost  500,000  agr ..cul¬ 
tural  producer  cooperatives  throughout  the  country,  and  11  percent  of 
all  peasant  farms  had  Joined  the  cooperatives »  ^  ^ 

Although  the  socialist  sector  had  a  firm  posit.ion  in  industry 
and  trade,  private  capitalist  industry  and  trade  still,  held  a  la,rgc^^ 
share  0  In  the  countryside  there  was  a  conaiderabie  numoer  O-f 
farms,  but  conditions  were  already  ripe  for  compl.ete  agricu—rural  co¬ 
operation.  .  -  J.J.  „ 

All  this  demoEstraced  the  great  successes  in  tiae  ma^ver  or  „o- 

cialist  construction  and  socialist  transformation.  The  situat..on  re¬ 
quired  a  further  improvement  in  our  monetary  system  and  tne  *mp.Le- 
meatation  of  a  monetary  reform. 

The  Form  end  ?(?cullar'lties  of  the  Monetary  Reform 

On  21  February  1955  the  State  Council  of  the  People's  Repub.iio 
of  China  published  an  order  on  the  issuance  of  new  notes  and  with¬ 
drawal  of  the  old  notes  which  were  then  in  circulation.  The  oraer 

"For  the  pxorpose  of  satisfying  the  req^iirements  of  state  planned 
economic  construction  and  the  wishes  of  the  w^’ide  masses  of  people,  on 
the  basis  of  the  balancing  of  state  financial  revenues  and  expendi¬ 
tures  and  of  the  stabiU.zation  of  the  circulation  of  money  and  com¬ 
modity  prices,  and  also  for  the  further  normalization  and  s^^^engthen- 
ing  of  the  staters  monetary  system  and  the  establistoent  of  favorable 
conditions  for  commodity  turnover  and  settlc-ments,  is  is  ordered: 

1,  That  the  People's  Bank  of  China  be  instructed  to  issue  new 

not'es  into  circulation  beginning  1  March  1955  (caDleu 
notes")  and  to  remove  the  notes  already  in  circulation  (cal-.ed  belOv7 
"old  notes").  The.  new  money  is  issued  in  the  follow;.ng  face  values; 
basic  notes  —  1  ;'/uan,  2  yuan,  3  yuan  and  5  yaaiiJ  change  --  1  j.en, 

2  ^-n,  5  fen,  1  chiao,  2  chiao,  and  5  cMao.  'Ihe  reverse  of  each 
note  has  inscriptions  in  Chinese,  TibetaP,  Mongolian  and  Uigur. 

2.  Thf^  rate  of  exchange  between  the  new  and  old  notes  is  set 
at:  1  yuan  in  new  notes  is  equal  to  10,000 -man  in  old  notes.  From 
the  day  that  the  new  notes  are  issued,  all  receipts  and  payments  in 


-  108  - 


money,  price  conputaticns,  . contracts  and  agreements,  , receipts^, 
licenses,  entries  in  account  books  of  all  establishtnentB,  organi¬ 
zations,  enterprises  and  indlYiduals,, and  .aiso  international  set¬ 
tlements  are  to  use  the  new  notes  as  a . computational  unite 

Settlements-  and  payments  of  all-  claims.; debts,  relating  to 
the  period  before  the  issuance  of  the  nev'nptes,' including  state  loans, 
are  to  be  handled^  according  :to  the  ostabltahed;  rate;;  of  ;;exthai^e  « 
that  date,-'  ■■■-  ■  "-v ■  ’-r'. 

3,'  All  old  notes-  are  tP  t®:  withdrawn  fr^  circulation-  by  the  • 
People’s  Bank  of  China,  at-  tha  eatshlished/rate  df'exclv/ngeo_^;  All  p^^ 
sons  in  possession  of  old-  no'beS:  can -exchange  them,  frbm  the  cay  of  is- 
6U8.nce  of  the  new  nabea  .  into  .now  notes .  at  the  People ’s  Bank  of  CliJ.ha 
or  establishments  representing  .it  in  the  exchange  of  'mohey  at -the 
established  rate®  During  the  period  when  the  exchange  is  being' con¬ 
ducted,  old  notes  will-  circulate  along  with,  new  notes  at  the^^estab--  • 
lished  rate  of ^  exchangee''  ,  (-'Consti-tution. and  Basic  Legislative  Acte 
of  the  People’s  RepubJdc  of  China,"' translated  froin  the.  Chinese,  , 
Izdatel’stvo  incstrannoy  literatury,  1955#  ?P  3^6-34?) 

Certain  peculiarities  are  inherent  in  the  3.955  monetary  reforme 
First,  it  was  onl.y  some  improvement  on  the  former  monetary  sys¬ 
tem  of  ;5en  m'in  pi  and  did  not  have  the  purpose  of  completely  replacing 
the  old  system,  monetary  reform  was  conducted  on  the  basis  of 

the  etabie  circulation  of  money  and  stable  commodity^ prices ,  Al¬ 
though  the  old  mo-netary  unit  represented  a  very  smalj.  value,  during 
the  cou,rse  of  five  years  it  was  stable.  .  ..v,  ., 

The  form  of  the  monetary  reform  was  mainly  a  change  in  the 
scale  of  prices  in  the  country  so  that  the  new  price  scale  would  con¬ 
form  more  fully  with  the  country’s  ecojiomlc  condition .  The  reform 
only  improved,  ncr-Ealized  and  further  streng’vhened  the  independent, 
uniform  and  solid  monetary  system  of  new  China. 

Second,  since  prices  had:  been  stab.lo  and  the  amount  of  money 
in  circulation  had  filled'  requirements  .pf,.cpmmodi'ty  turnover  since 
March'  195 0>  the  1955  monetary  refcnrm  pnly  changed  the  face  value  of 
the  money  and  the  price  scale,,  (10,000  yuan  in  old  noves  were  converted 
into  1  yuan  in  ne-w  notes  )»v  .In  a  practical  sense,  the  amount  of  money 
in  circulation  was  uot  reduced  a-  ,  ;  -  ^  - 

Tills'  characteristic! -peculiarity.: of  the  monetary  ref OTm ' in  China 
distihguishea  it  from  the  reforms  .implemented  in  the  brother  socialist  ' 
countries  after  World  War-  Ha  ■  The  implemen-cation  'of  the  monetary  re¬ 
forms  -  in  the  -  people  ?  s'  democracies  . resulted  in  a  icon's  iderable  reduction 

in  the  amount  of  money  in  circulation.  Thus, ., in  Borana •  1/15  pf  the 

total  amount  of  money  in  ,’C3-rculat ion  before  the  reform  was  in  circu¬ 
lation  after  the  reform,  in  Ru}mnia,.  l/l2,  and.  in  Czechoslovakia,  1/6. 

During  the  period,. of  implementing  the  reform  In  People’s  China 
the  amount  ' of  money  in- circu]^tion  corresponded  bn  the- whole  to- the 
requirements  .of  commodity turnover,  proving  the .  st'db  iiity  of  the  mar  - 
ket.  That  .is  why  .it  was  neGeasary,  •  in , the , mo.ne-tary  ;ref  that'  the 
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amount  of  nev  notes  would  continue  to  correspond  to  the,ya3ue  which 
the  old  notes  represented  o  Ofchei’wise  fluctuations  in  prices  couro, 
occur,  reflecting  unfavorably  on  the  country's  national  econortyo 

Third,  the  exchange  of  old  notes  for  new  was  conducted  at  a 
single  rate  (10,000:1),  without  any  differentiation  for  class  or  for 
the  amount  of  money  being  exchanged »  The  rejection  of  a  differenti¬ 
ated  approach  in  exchanging  the  money  was  not  onljr  due  to  our  govern - 
Kent's  policy  in  respect  to  the  democratic  classes,  but  also  to  ^ne 
relations  between  the  country’s  classes  formed  in  the  past.  Tne  need 
for  such  an  approach  was  also  due  to  economic  considerat.i.orj3 1.  .. 

China  is  a  country  where  agriculture  occupies  a  predomlnat-ng 
share j  the  rural  population  is  the  most  numerous «  The  money  ^^as  con¬ 
centrated  mainly  in  the  hands  of  the  peasants  who  numbered  about  5^^ 


million,  ^  ^  ^nrh 

According  to  investigations  of  several  regions  during  190 3 
the  money  was  distributed  among  the  different  layers  of  populatxon  as 
follos'j'S  (in  percent): 


19J1 

1934 

Peasants 

58,0 

65 

Workers  and  employees 

16.1 

16.5 

Private  Industry  and  trade 

15c2 

k.2 

State  establishments  and  enterprises 

12,7. 

13  o9 

Total 

100.0 

100,0 

This  data  from  selective  investigations 

of  several  regi 

ons  is 

indicaxive  or  xne  over-aa-o.  v**...  —  — - 

amount  of  money  held  by  private  Industry  and  trade  was  small,  and  there 
was  a  tendency  for  it  to  decrease  further.  The  share  of  private  in¬ 
dustry  and  trade  in  bank  deposits  was  a..so  small. 

It  is  important  that  oui-  state’s  economic  structure  at  the 
time  under  consideration  was  characterised  by  the  presence  of  a  J&rge 
number  of  private  peasant  farms  and  cottage  industry  workers,  and  also 
of  capitalist  enterprises,  the  production  of  which  was  regulated  to 
a  considerable  degree  by  the  action  of  the  law  of  value,  Tne  develop¬ 
ment  of  private  enterprises’  activity,  wixh  restriction  of  svheir  nega¬ 
tive  role,  was  extremely  important  for  strengthening  the  market. 

With  such  an  ecoxiomic  structure  and  the  peculiarities  in  the 
distribution  of  money  related  to  it,  the  policy  of  exchanging  old 
notes  for  new  ones  at  a  ingle  rate  without  any  limitation  regardless 
of  the  class  composition  of  the  population  and  regardless  of  whether 
it  was  cash  or  bank  deposits,  was  most  correct.  Any  other  approach 
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to  the  exchange  of  money  could  have  caused  an othei'  redistribution  of 
the  social  wealth,  and  dissatisfaction  amcjng  the  national  bourgeoisie. 
In  addition,  the  peasants,  who, held  the  gi-eatest  amount  of  money, 
would  have  incurred  locsesj  this  might  have  affected,  the  strengthen¬ 
ing  cf  the  union  between  workers,  and  peasants' tinfavorably.  The  work¬ 
ers  and  employees  would  also  have  incurred  losses,  affecting  their 
standard  of  living.  There;  would  also  haye  been,  difficulties  for  the 
small  producers  .  All  this,  could  hate  .negatively  ai^ected  the  coun¬ 
try's  national  economy'’ as  a, whole.  .  .  '  •  ' 

Effect  of  the  1955  Monetary  Ifeforki  on  tW  Eouhtry'S;  Economy 


all 


The  1955  monetary  reform' wa^  warmly  support ed‘  by  all  cj 
nationalities  in  the  country.  Tjas  inaiv^sally  reco^^^ 


Lasses  and 
advantages 


of  the  new  money  are  as  follows . 

1.  The  new  money  jsakes  computation' 'easier.  The  old  notes  were 
issued  into  circulatioa  on  1  December  ,3.g40  when  the  liberation  war  was  ■ 
still  going  on  In  a  large  part  pf  the  .  country, 'and  when  the 
eoonoHy  was  greatly  disrupted  and  ciirraucy  .end  prices  were  not  sta¬ 
bilised  due  to  the  many  years  of  Inflatipno  .'As  a  result;  the  face 
value  of  the  bid , notes  was/  large  but  the' /'value  .represented  by  each 
unit  of  money  was  very  small.  In,  niakihg  computations  it  was  always 
necessary  to  take  10,000  3,s  a  unit.  This  was  inconvenient,  not-  only 
for  economic  work,  but  also  for  .the  vast  layers  of/ the  popu3a.tion> 
especially  for  the  peasants.  In  many  of  our  .enterprise;^,  where  bil¬ 
lions  of  computations  and  bookkeeping  entries  were  made  every  day,  ■ 
it  was  necessary  to  have  a/large  nuaber./cf  workers  to  handle  the  com- 
putational  and  accounting  work;,  this  .neceissitated  .  great  expenditures. 

The  issuance  of  new  notes  and  •t/no  creation  cf  a  nevr  scale 
of  prices  changed  the  situation.  .Before  the,  reform  there-were  no  goods 
on  the  market  worth  i  yuan  in  old  money;  the  basic  monetary  unit  was 
the  10,000  yuan  note.  After  the  issuance  of/ the/ new  money  co:sputation;/  , 
became  more  convenient,  a  great  amount  of  time  was  saved,  bookkeeping 
operations  were  simplified,  and,  cons, e-;i;uently,  considerable  labor  and 
financial  resources  were  saved. 

2,,  The  new  notes  were  easy. to  tell  apart  and  convenient  in  cir¬ 


culation.  V.  .  ,.■,./' 

The  old  .money  had  uB.nj'’  forms,,  the  .sizes  were  not  the  same,  and 
the  coloring  differed  for  notes  .of' the 'very  same  value'.  The  illiterate 
population  (especially  the  peasants)  found  it  very  difficult  to  deter¬ 
mine  the  value  of  the  different  'tl-TPSs.  of.  notes  .  .  . 

In  respect  to  the  new  money,  the  note's  of  different  values  havp 
different  designs,  colors  and  sizes.  A  picture  ,of  T'ien-an-men  Square 
on  the  note  means  that  the  note  represents  l  yuan;  a  picture  of  Eaogta- 
shan*  /transliterated  from  Eussia^  Mountain  means  2  yi^n,  and  a  pic-’ 
ture  of .  Ching-kan-shan.  Mountain  means  3  :yuan  o'  /  There  is  a  drawing  sym¬ 
bolizing  .the  unity  of  the.  various  .natidnalltief  'On  the  5;  yuan  note. 
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The  improvefflsu'b  in  the  notes  ts  in  the  djjrect  Interests  of  the 
vast  masses  of  peasantSo  The  new  money  is  printed  on  good  ciua-iAt/ 
paper  and  is  convenient  to  keep  and  use*  The  (iua?i.lty  of  the  new  money 

makes  counterfeit3'.ng  difflculto  _  ,  ■■ 

3*  The  new  money  3.s  suitable  for  use  in  the  national  minority 
regions,  vrhich  has  a, favorable  effect  on  the  development  of  economic 
ties  between  the  inner  regions  of  the  country  and  remote  autonomous 
territories  0  During  several  years  of  the  construction  of  ouo  govern¬ 
ment  commodity^  turnover  with  the  national  minority  regions  grew 
sharply.  However,  the  imriety  of  the  old  moiiey,  the  complexity  of 
the  drawings  on  it,  and  the  absence  of  i\nlform  standeords  and  inscrip¬ 
tions  in  the  national  minority  ^xinguages  (except  for  part  of  the 
money  in  circulation  in  Sinkiang  Province  and  Inner  Mongolia  y  m^e  iv 
difficult  for  the  brother  peoples  of  China  to  use  the  cla  moneyo  In 
addition,  silver  yuan  were  in  circulation  in  many  national  rainorit/ 
regions  during  the  first  period  after  liberation *  As  a  result  of  vhe 
development  of  economic  ties  over  a  nuo'ber  of  years  the  population  ^n 
these  regions  began  to  use  the  old  notes,  issued,  in  19^1-3,  eagorAye 

The  issuance  of  new  money  with  inscriptions  in  Chinese, ^Uigur, 
Mongolian  and  Tibetan  makes  it  very  convenient  for  the  co’^try-s  dj.f- 
ferent  nationalities,  and  promobes  the  fiorther  development  of  economic 
ties  among  these  nationalities  and  an  even  greater  unity  among  alj. 
the  peoples  of  our  state* 

The  \7ide  masses  of  the  people  interpreted  the  issuance  of  the 
new  money  as  evidence  of  the  further  strengthening  and  ncrmaliaation 
of  our  monetary  S7).'stem3  The  population  began  to  deposit  tneir  savii-gs 
in  the  bank  with  even  greater  enthusiasm*  During  ^  days  (21-24  Febru¬ 
ary)  after  the  publication  of  the  order  on  the  issuance  of  new^money, 
the  volume  of  deposits  in  seven  largo  ciuies  increased  by  lO^miliiOn 
yuanj  moreover,  a  large  amount  of  the  deposits  was  for  a  period^ of 
over  a  year.  All  this  demonstrated  that  the  monetary  reform  being 
implemented  was  fully  in  the  interests  of  tne  people* 

Peculiarities  of  the  Country's  Monetary  System 

A  peculiarity  of  the  19?5  monetary  reform  l.s  the  change  jJi 
the  Scale  of  prices  *  The  reform  die  not  estabD.ish  the  gold  content 
of  the  ytian  exactly,  but  at  the  same  time  all  the  advantages  of  the 
jen  min  pi  system,  confirmed  by  x\se  during  the  past  yesors,  were  re - 

*The  main  features  of  the  monetary  system  of  People's  China  are 

as  follows*  ^  ^  T.  Tj 

The  people’s  yuan  is  a  symbol  Of  value;  in  fact  it  has  a  gOj.a 

content.  ^  , 

Since  the  yuan  does  not  have  a  gold  content,  determined  by  aaw, 

it  is  not  clear  to  many  what  the  basis  for  its  value  is  and  in  what 
way  the  yuan  can  successfully  fulfill  all  the  functions  of  money* 
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It  is  necessary  to  mice  some  explanations  in  this  connection. 

Our  money.p  tie  people’s  yuan;  as  all  Oifcher  moneys  is  a  special 
type  of  comodltyp.^Mying  a.yalAie,  Olie  question  is,;  what  mterial 
substance  serves  in  pur  .state  as  a  iieasure  of  value,;  what  ,i'a  the  meas¬ 
ure  of  prices,  1,6,,  wlmt  is  the  siae  of  the  value  : incorporated 'in 

each  yuan?  ;  '■ 

Up. to  March  1Q5Q, the  value  represented  by  each  people’s  yuan 
was  not  ■stable;  the  amount  of  gold  contained,  in  the  yuan  ■steadily  de¬ 
clined;  i,e,,.  the  measure  of- prices  cbansed  continually.,  ;  : 

After  March  1950,  as  the  result  of  achieving  .centralized  mn- 
agement  of  financial  and  economic  work  and  halting  inflation,  thd 
amount  of  gold  represeatad  by  each  yuan  was  stabilized. 

The  name,  ’’yimn,"  is  an  inheritance  from  the  past-,,  Sa^-eyer,, 
the  yuan  in  ^en  min  pi  has  quite  other  properties  than  the  silver  yuan 
circulating  in  old' China  and  other  yuan  existing  in,  the  past. 

The  government  of  the  Pecple  *s;  Sepub lie-  : of  China  f  orbid  the  ^ 
circulation  of  gold  and  silver  and  also  the  free,  exchange  of  yuan  for 
gold  0  Gold  and. :  s ilver  can  be  s old  to  the' ■  People '  s  Bank  of  China  or 
bought  from  it  with  a  special  orde:r,  Pree  trade  in  gold  and  silver 
is  forbidden. 

The  yian  fylfill  the  following  functions  of  money  V 
■'  0,  The  f’unotion  of  a  medium  Of-  exchange.  At  present,  with  the 
exception  of  ?lbet  where ,  for;  historical  reasons ,  silver  ymn  and 
Tibetan  bank  notes  are  still 'temporarily' i^  circulation,  only  the 
people’s  yuan  are  in  circu2ajioh' thi'ougliout  the  country;  ,  ^ 

'b.  The  function  of  a  medium  of  payments.  The  yuan  is  a  medium 
of  payment  in  the  issuance  of  credit's  to  trade,  the  payment  of  taxes, 
the  purchase  of  state  bonds,  and  in  ersvdit  .operations  between  the 
People's  Bank,  the  Jofrrb  Bank  and  the  enterprises.,  legal 

medium  of  payments  fn  the  .sphere  of  domestic  poiaAents  is  the  yuan. 

Any  other  media  of  payments  are  illegal.  -  at,  • 

c,  .  The  function  of 'a  medium  for  eccuiMlation  and. saving.  All  - 
accumulation  by  enterprises,  establishments  and  organizations  are  com¬ 
puted  and  utilized  in  yuan.  State  enterprises  and  organizations'  and 
cooperatives  retain  their  accumulations '  in  accounts  at , the  Peop.i.e's 
Bank  of  China  and  all  operations  through  these,  accoiuits,  are  conducted 
in  yuan.  Tiie  population's  savings  in  the  banks  are, also  computed  in 
yuan;  they  deposit  yuan  in  the  hank  and'  obtain  yuan  from  it.  With 
the  development  of  cooperation  in  the  countrywide,  money  operations  • 
developed-  considerably!.',  .  The  amount  of-  money  in  the  hands  of  the  pe.as- 
ants  grew  substantially,  and  it  became  usual,  for -the  peasants  to  save 

masses  of  yuan.  . 

’  ^  tO'Whe  function  of  money  as  a  measure  of  value,  the 

yuan,  representing  a  definite  amount  of  gold,  successfully  fulfills 
this  function. also. 

The:yuan  circulate  on  the  basis  of  a  socialist  planned  economy. 


The  iesue  of  yuan  is  under  the  sole  control  of  the  state.  The 
People *s  Bank  of  China  ia  the  only  center  of  issue  in  the  country. 

The"^  state  organizes ^  in  a  central  inaanerp  production,  commodity  turn¬ 
over,  and  also  the  circulation  of  money,  which  is  called  upon  to  serve 
the  country* s  whole  economic  life. 

At  the  beginning  of  every  year  the  government  works  out  p3.ans 
for  production,  commodity  turnover,  and  the  state  budget^  a  credit 
plan  and  a  plan  for  the  issue  of  mon©:/.  Thus,  correspondence  between 
the  amount  of  money  in  circulation  and  the  requirements  of  commodity 
turnover  is  achieved. 

Only  on  the  basis  of  a  socialist  pla.nned  economy,  and  under 
the  conditions  of  the  centralized  organisation  of  prc^duction,  commodity 
turnover  and  the  circuia/wicn  of  money  is  it  possible  to  insure  the 
stability  of  the  value  represented  by  the  monetaiy  unit. 

The  creation  of  a  planned  system  of  the  circulation  of  money  is 


not  an  isolated  phenomenon;  it  is  closely  connected  with  the  v?hole 


planning  of  the  national  economy. 

The  historical  peculiarities  inherent  in  our  planned  system  of 

the  circulation  of  money  are  as  follows. 

a.  After  halting  inflation  (March  1950)  the  issuance  cf  money 
to  cover  the  budget  deficit  was  discontinued.  From  this  t^me  money 
began  to  be  issued  in  conformity  with  the  requirements  of  cormoodity 
production  and  turnover.  Each  jj’ear  the  amount  of  money  in  circula¬ 
tion  increased  dui’ing  the  market  peak  season,  and  during  the  slack 


season  it  decreased. 

The  normalization  of  the  financial  system  and  the  establish¬ 
ment  of  principles  fcr  issuing  and  withdrawing  money  from  circulation 
in  conformity  with  the  requirements  Of  the  production  and  circulation 
of  goods  are  obligatory  prerequisites  in  the  planned  regulation  of  the 
circulation  of  money. 

b.  During  7  years  (1949-1955)  the  socialist  sector  of  the 
econony  was  transformed  into  a  definite  force  in  the  economic  develop¬ 
ment  of  China.  The  basic  economic  law  of  socialism  and  the  law  of 
planned  proportional  development  began  to  play  a  leading  role  in  the 
country's  national  economy. 

As  the  resi.’.lt  of  the  conversion  of  private  industry  and  trade 
along  the  l:'nes  of  state  capitalism  and  the  implementation  of  planned 
state  purchases  and  planned  sales  of  products,  state,  joint  and  coop¬ 
erative  economic  organizations  took  over  uha  preponderant  part  of  the 
basic  commodity  resources.  The  state  establishes  prices  in  a  cen¬ 
tralized  planned  manner,  and  goods  enter  the  market  an  accordance  witti 
the  state  price  policy.  All  this  serves  as  the  material  base  for  a 
planned  system  of  circulation  of  money  and  as  a  factor  of  exceptional 
importance. 

c.  The  People’s  Bank  of  China  became  a  povrerful,  single  state 
bank.  All  private  banks  and  banking  houses  (xvlth  the  exception  of 
three  private  banks  connected  with  capital  of  Chinese  emigrants)  we-.e 
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consolidated  in  the  single  joint  state-private  bank,  vhich,  under  the 
guidance  of  the  People's  Bank,-  serves  production  and  comaodity  turn- 
overo  . ^ 

The  granting  of  long-term  and  short-term  credits  is  grad\:al.ly 
being  concentrated  in  the  People's  Bank.  The  People *s  Bank  is  the 
center  for  granting  short-term  credits.  In  the  state  and  cooperative 
sectors  of  the  economy  and  in  a  n’omber  of  state-private  enterprises 
control  over  cash  has  already  been  real3.sed  and  clearing  settlements 
are  being  used.  The  commercial  granting  of  credits  is  gradually 
being  eliminated  among  socialist  enterprises o  The  concentration  of 
all  credit  activity  in  the  People's  Bank  played  en  Jnportant  role  in 
all  these  changes.  Such  a  reform  of  the  banking  system  and  the  credit 
system  serves  as  the  oi’ganisational  basis  for  the  planned  revgulation 
of  the  circulation  of  money, 

d.  The  planning  of  the  circulation  of  money  by  the  Pecrple's 
Bank  is  not  isolsAed,  but  is  an  organic  part  of  the  vhole  system  of 
single  state  planning.  At  the  same  time,  it  serves  as  a  guarantee 
of  the  planning  of  production  and  commodity  turnover. 

The  planned  organisation  of  the  circulation  of  money  is  one  of 
the  permanent  and  important  economic  funvctions  of  the  state.  In 
planning  the  issue  of  money  into  circulation  the  state  proceeds  on 
the  basis  of  budget  expenditures,  state  and  cooperative  trade  pur¬ 
chases,  the  granting  of  credits  by  the  People's  Bank,  etc.  In  plan¬ 
ning  the  withdravai  of  money  from  circalation,  it  proceeds  on  the 
basis  of  budget  revenues,  the  VvOl-ixme  of  commodity  sales  by  the  state 
and  cooperative  trade  nettrork,  the  reimbursement  of  bank  credits, 
etc.  The  state  takes  prompt  measures  to  balance  the  population's 
revenues  and  expenditures.  All  this  work  is  implemented  centrally, 
under  conditions  of  single  planning  with  participation  by  various  de¬ 
partments  under  the  guidance  of  the  party  and  administrative  organa. 

People's  China's  new  monetary  system  developed  during  the  suc¬ 
cessful  struggle  by  the  socialist  economy  to  overcome  the  semifeudal 
and  semicolonial  economy  inherited  from  old  China,  It  strengthened 
during  the  successful  struggle  against  the  capitalist  sector  and  the 
small  producers,  with  their  speculative  character,  chaos  and  lack  of 
planning. 

The  yuan  is  an  instrument  in  the  hands  of  the  People's  Govern¬ 
ment  to  implement  socialist  construction  and  socialist  transformations, 
an  instrument  for  pl-anned  settlements.  The  creation  of  o^ur  govern¬ 
ment’s  new  monetary  system  expresses  the  important  victory  of  the  so¬ 
cialist  econos^/c 

The  people’s  yuan  is  an  independent  currency  which  does  not 
depend  on  the  currency  of  any  other  country.  The  new  monetary  system 
has  destroyed  those  phenomena  which  were  inherent  in  the  semicolonial 
China,  such  as  the  dependence  on  the  English  pound  and  the  American 
dollar , 
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The  people^s  T^.a.n»  aevr  money  issued  bry  the  People's  Bank  of 
China;  is  cur  country's  sole  legal  moneye  This  demons tra. tea  tue 
unity  of  the  monetary  system^  never  before  achieved  in  China , 


Cljapter  ^ 

The  Struggle  for  the  Plauned  CirculatJ.on  of '  feney 


Conditions  for- Pl^hning  the. Circ^^ 

It  is  apparent 'from  the  preceding  chapters  that  as, successes 
in  socialist  constructaon  and  socialist  transf oraatiqhs ,  in  the  .JPeople ‘a 
Republic  of  Chtea  expaiidad,'  a  nev  mCTetary  system' ■^^as■  create^L^ar'a 
sti’engthened »  The  country  has  ectorect/ the  path  of  the  pj..anncd  Circd- 
lation  of  moneys  This  is  the  result  of  the  able  use.  by  the  Cnanese' 
people  of  experience  in- the  crganiaatipn  of  the  circulation  of  money 
on  revolutionary  bases  and  ih  the  organisation  of  the  nonet  ary  sj^E-’ems 
of  the  Soviet  Union  and  the  people’s  democracies,  and  t3ia,  correct  use 
of  the  oboactlye  laws  of.  the  circulation- of  money  in  agreement  with 
the  Marxist  teaching 'on  moheye  ■ 

It  is  iqaown  that  the  circulation  of  money  is  connected  with  com¬ 
modity  turnover  and  serves  It o  In  this : connection,  only  through  the 
planned  organization ,  of .  commodity  production.-,  and  commodity  'turnover  on 
a  country -wide  scale  is  it  possible,  to, avoid  cliaos 'and  fully  ensure 
stability  in,  the  circulntioh  of  moricy>  vMch,  in  -Its  turn,  creates 
favorable  conditions  for  the  further  ..deyelopjuent  of  commodity  produc.- 
tion  and  circulations'.' .  ■  ■  v,:-:; " 

To  plan  the  circulation  of  money,  thera  must  be,  the;  appropriate 
objective  conditions,  the 'chief  of  wh5.Gh  are  the  fbilcwingc  -  . 

TJie  planned  reg<:.iation '  of  prices,  on  gbodso  Since,  the  amount 
of  money  in  circulation  .is  determined 'by  the  total  of  prices  on.  goods, 
and  the  latter,  if  the  affloiint  of  commodities  is  fixed,  i,8  deuermined 
by  the  level  of  prices  on  ■gdbdf,  thb. .planned  regulati oh  qf , Prices  is 
one  of  the  most  in^ortant  factors  in  the  regulation  of  .the  eirculatioa 
of  moneye  Capitalist  countries  also  have  separate,  mote  op.  lees,, 
lengtliy,  periods  of  relatively  stable  prices.  Kowevef,  tinder  capi-  -- 
tallsm,  under  the,  conditions' of  the  action  of  the  law  of  competi'cion- 
and  production  anarchy’ and  of  the  chaotic  action  of  the  law  of  value, 
price  stability  can  be. only  a  temporary -phenomenon «  The.  temporary  ■  ■ 
stability  of  prices  Is'iachj.evsd  through  .many  collisions  j.and  .violations 

which  the  conscious., v  planned  fixing  of  price  levels  ■eliminates., 

The  effective  regulation  "of  the  amount  of  commodities  entering 
the  circulation  px-ocess.  Fro'viding  a  normal  supply  of  goods  for  the 
market  is  a  quite  complicated  problem. 

Agricultural  go-cds  are  seasonal  in  nature;  therefore,  during'  ■ 
the  harvest  period  they  enter  the. market  in /large  quantities,  and^ 
dtiring  the  rest  of , -the  time -  their  ’ sale  is  considerably  sma,ller  .  --In 
capitalist  countries,  the  accumulation  of  goods  by  kulakp,,  capi’fcalr 
ists  and  trader rmiddlemen  :for  sale  at  speculative -prices  iiitensifies 
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even  further  the  vai-iations  in  supplying  the  market  with  goods  Capi¬ 
tal*  as  is  known,  always  moves  toward  the  most  profitable  branches  of 
production 0  Consequently,  under  capitalism  the  supplying  of  the  mar¬ 
ket  with  different  goods  is  regulated  by  the  law  of  value  and  cannot 
be  managed  by  the  state  centrally,  in  a  planned  aianner.  If  the  produc¬ 
tion  and  supply  of  goods  is  not  based  on  the  needs  of  society,  as  is 
thi^  case  under  capitalism,  a  single  organ  cannot  control  production* 
Under  these  conditions  the  effective,  planned  (considering  seasonal 
and  regional  peculiarities)  satisfaction  of  market  needs  for  goods  is 
impossible,  and  then  the  planned  x'ogulation  of  the  amount  of  commodi¬ 
ties  in  circulation  is  impossible  *  j  j> 

Effective  control  cn'er  the  circulation  of  money o  If  it  xs  im¬ 
possible  to  regulate  the  issue  of  money  in  a  planned  way  it  is  im¬ 
possible  to  speak  of  any  kind  of  planning  of  the  circulation  of  money* 
Capitalist  governments  constantly  issue  e^ccessive  amdunts  of 
paper  money  as  a  so^irce  of  funds  for  covering  the  budget  deficit* 

Shis  was  especially  characteristic  during  the  postwar  period  when  */he 
capitalist  countries,  under  US  pressure,  follcfsred  tne  policy  of  the 
armaments  race  and  preparation  for  war*  Undex'  these  conditions  the 
prereq'uisites  for  the  planned  regulation  of  the  amouiit  of  money  in 
cinrculation  are  completely  lacking*  ^ 

Unified  organisational  work  in  the  field  of  commodity  circu¬ 
lation,  the  circulation  of  money,  and  cx'edit.  A  capitalist  society, 
where  enterprises  and  banks  ai’e  private,  in  its  very  nature  contra¬ 
dicts  the  requirements  for  unified  planning  and  regulation  of  the  na¬ 
tional  economy*  Ihe  activity  of  each  individual  private  enterprise 
and  bank  can  be  planned  and  organized,  but  the  activity  of  society  as 
a  whole  Is  chaotic  and  unplanned*  Only  when  there  is  organized  com¬ 
modity  circulation,  socialist  in  nature,  and  dominated  by  state  and 
cooperative  trade,  and  when  there  is  a  single,  pcr.rerful  socialist 
state  bank,  is  unified  organizational  wox’k  in  the  field  of  credit  and 
the  circulation  of  commodities  and  moiiey  possible*  Such  unity  is  the 
organizational  basis  for  planning  the  circulation  of  money* 

The  conditions  for  the  organized,  planned  circulation  of  money 
can  be  achieved  only  under  a  socialist  social  and  state  S'vi’ucture* 

Only  after  the  elimination  of  class  exploitation,  when  the  labor  of 
al3.  society  is  used  to  satisfy  the  constantly  growing  material  and 
cultural  needs  of  the  workex-s,  is  it  possible  to  achieve  the  couitry- 
wide,  single  planned  organization  of  production  and  commodity  turnover, 
i*e*,  the  planning  of  the  national  economy-* 

II 

The  Creation  of  a  Base  for  the  Planned  Circxilatlon  of  Money 

The  i-apid  development  of  the  socialist  economy',  the  huge  growth 
in  the  turnover  of  state  and  coopferat-lve  trade,  and  the  expansion  of 
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the  planned  production  and  circulation  of  goods ^created  the  basic  ■ 
prerequisites  for  planning  the  circulation  of  aOjaey  in  the  People's 
Espubiic  of  China.'  '  ;  , 

It  should'  be  eBpeeially  e'^hasized  that  the- Stability  of  oyr  . 
money  is  malnly  'ensUred  by  the  huge  commodity  res dijrces  concentrated 
in  the  hands  of  the  state  and  iiuf  into  circulation  in  a'  planned  vay  at 
stable  priceSo  Sherefct'e^y  If  the'  government  does" not  Imve  sufficient 
commodity,  rescSurces  with  •which  to  s'iipply  the  imfket  at:  s'table-.  . prices 
in  a  centfalized  and  planned  manner 3  the  amount  of  money  counter-  , 
balancing  the  goods  nat/draily  cannot  be  s  tel) le  either  o  '  '  ■  ' 

Planned  socialist  ppcductloc  and  commodity 'turnover  req,uires 
the  planned  circulation  of  money for  which  they  ai*e  the 'material 
base.  HOvrever,  this  alone'  is  htlli  ir-sufficiente  To'  plan  the  circu¬ 
lation  of  money,  a  whole  series  of  measures  in  the  field,  cf  the  mcne-  : 
tary  and  credit  system  Snd  - a  huge  acKnia-^t 'of  organizational,  wesrk  are . 
necessary.  The' Jtraneformat ions  in  the  field' of '  money  and  credit  ±n=.; 
our  country  ■were  implemented  simi;.ltan£cn;,s'iy  with  aM  in  accordance 
with  the  progreSSi'Ve  de-v-elopment  of  soOlalist  construction'  and  so-,  ,' 
cialis't  transform'fcions  in  the  country's  economy ^  These  measures  : 
implemented  by  the  People's  Government" are,  in  general,  the  follow- 

ing.  ■  I';-'-  .y  :  -  • 

Centralization  of  issue,  ^e  Issue  of  money  in  our  cainury  is 
centralized,  s'tate  has  -gran-bed  the  right  to  iss\ie  yiaan  to  the 

?eep.le's  Bank  cf  China  which  is  ■fche -sole  center  of -issue  in  the 
country;  this  serves  as  an.  impor'catii  condition  in  the  control  ove?.’  the 
issuance  of  money.  If  there -are  several' issuing  organs,  in  one  country, 
each  issuing  different; money, -or  if  ■money-'is  issii.ed' on  the  local  level 
as  well  as  at  the  center,  control  over  the 'issuance  of  .raoney  is  ex-  : 
tremely  difficult  and  there  is  a  constant  danger  that  excess  I've  amounts 
of  money  ■will  be  issued.  , In  Addition,'; when  there  is  a -single  market  . 
the  relationship  between  the  total  of  prices  on  commodities . in  circu¬ 
lation  and'  the  necessary  amcfunt  ofjffibnay  is  a  strictly  fixed  amount. 
Dispersal  of  issue  and  the  absence  of  ceiitralizatioh  in  this  matter 
could  limit,  the  possibilities  of"  planning-  the  circulatibn'.  of  mon'£y,>  / 
could  disrupt' the,  planning. 

The  state' has  tried  to' Rtrengtheh' control  over  the  issuance- of 
money,  not  only  by  ''centrali'ilug  it,  hut  also  by  suppressing  every 
possibility  of  using  ilibgal  media  of  circulation.  -W-ith  this  purpose,' 
the  following  measures,  were  inplemented ;  - 

a.  strict  pfbhibittoh  of  the  Circulation  •  of  all  substitutes 
for. money;  '''  ■  ''  ''  „■  ■  ■ , - 

-b.  a  law  proh'.lbiting,  the  import  and  export  of  the  national 
currency  across  the  border.  This  measure,  on-  the  one  hand,  stopped 
all  attends  by  enemy  elements  to  import  ebuhterfeit  national' notes 
and,  on  the  other  hand,  protected  bUr ' national  •'curre.ncy  and.  circula¬ 
tion  of  mpn^y  from  the  influence  of  the  chaotic  changes  in  : the  situa¬ 
tion  in  capitalist  ‘  countries  .■  The  'free  -  import '  and  export  of  money 


across  the  border  vould  doubtless  have  strengthened  the  elements 
of  chaos  in  the  circulation  of  money; 

Cc  the  publication  in  large  cities ,  immediatelj'  after  ^ their 
liberation,  of  orders  from  the  financial  divisions  of  the  military 
control  committees  prohibiting  the  circulation  of  all  ti^'pes  Of  prom:?.s- 
sory  notes,  and  the  establishment  of  restrictions  on  the  use  of  checKSo 
The  circulation  of  checks  and  di'afts,  and  of  bank  and.  commercial 
promissory  notes  was  prohibited o  An  expansion  in  the  circula'oion  of 
promissory  notes  would  have  unavoidably  ~sd  to  an  increase  settle¬ 
ments  by  other  methods  than  planned  settlements  which  vou^d  hav*'e  in¬ 
tensified  chaos  in  the  circulation  of  money; 

do  the  immediate  prohibition  of  the  circulation  of  foreign 
cui’rency  in  all  regions  as  they  were  liberated »  Permitving  fche  circu¬ 
lation  of  foreign  currency  would  have  violated  the  priricip3-e  of  a 
single  center  of  issue  o  In  addition,  the  circulation  of  forsj.gn 
rency  is  a  sign  of  economic  aggression  on  the  part  of  the  imperialist 
state,  a  sign  of  the  country’s  colonial  or  ssEico-ronlal  status  a 

The  gradual  creation  of  a  socialist  credit  systemo  ^During  the 
course  of  7  years,  our  coimtry,  after  studying  the  Soviet  Union's  pro¬ 
gressive  experience,  implemented  measures  intended  to  graduall;^  trans¬ 
form  the  capitalist  credit  system  and  create  a  socialist  credit  sys¬ 
tems  These  measures  consisted  of  the  follovring: 

ao  beginning  with  195U,  as  we  saw,  a  system  of  control  over 
cash  was  implenected;  all  money  of  enterprises  and  orgariisations, 
with  the  exception  of  finced  small  cash  balances,  must  be  kept  com¬ 
pletely  in  the  People’s  Bank,  This  inade  it  possible  to  concentrate 
in  the  hands  of  the  state  all  cash  likely  to  be  accumulated; 

bo  beginning  with  1951  the  granting  of  credits  to  state  enter¬ 
prises  and  supply  and  sales  cooperatives  began  to  be  gradually  con^- 
centrated  in  the  People *s  making  it  pcsBibl.e  to  convert-  the  bank 

into  a  short-term  credit  center  and  into  one  of  the  organs  for  con¬ 
trolling  the  movement  of  money*  Thanks  to  this,  close  interrelations 
were  achieved  between  the  credit  plan  and  the  state  budget  and  it  was 
thereby  made  possible  to  achieve  the  mobilization  and  distribution  of 
money  on  a  country -wide  scale.  The  graiiting  of  commercial  credits 
among  socialist  enterprises  leads  to  non -planned  distribution  of  money 
and  causes  chaos  in  the  circi-latioa  of  moneyo  The  granting  of  com¬ 
mercial  credits  to  state  enterprises  and  cooperatives  is  gradually 
being  eliminated; 

c.  in  1950  clearing  settlements  began  to  be  introduced  ex¬ 
tensively  and  the  People’s  Bank  gradually  was  converted  into  the  coun¬ 
try's  settlement  center; 

do  the  creation  of  a  powerful  and  single  socialist  state  bank. 
Ih  our  country  the  People’s  Bank  is  such  a  bank;  it  has  a  branening 
apparatus  in  rural  areas,  its  own  divisions  in  each  regional  center 
(in  regions  it  is  also  connected  with  the  system  of  credib  coopera¬ 
tives),  and  numerous  divisions  in  cities.  Through  its  connections 
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vith  all  enterprises  end  organizations,  it  consistently  controls, 
jointly  with  other  .s bate  organs,  .fulfillEsnt.  of  the  production  and 
circulation  plans  <,  As  the  issuing,  cash,  credit,  and  Bett3.ements 
center  of  the  covystiTT,  the  .Beople’s  Bank  realizes  the  planned  regu¬ 
lation -of  the. 'circulation,  .of  ..moneys, .  -  V  .  - 

Creation  ,of;  a  healthy  monetary  system  -r,  tli^  jen  min  pi  sys  - 
tem.  The:?  years  of  existence  of  our  country’s  monet^y  si^tem  wit r 
nesses  to,  the  coi»plete‘  conformity  , of  its  nature  to  ,,o:ar  goYernment’S ' 
socialist  econony.:  ..The  people’s  j'uan  is  a  power^l  instrument  .of 
the  state  in; realizing; socialist ;Con3truction  and,, socialist  -brans-, 

fornations'o  .  „  -■  .  ?.V; 

Organizational  work  in  creating  a ^unified,  monetary -systeno^  ^ 
The  circulation  of  .money  is- c^-osely  connected  with  all  links  of  the 
national  economy;  the  ■.  circulation  of  money,  affects  the  development 
of  the  natlpnai  ecopOBy  and  the  development  pf_  the  natronai  economy 
affects  the  condition  of  the-  ciroulatiou' of  money.  This,  requires 
the  implemeni:atipn  of -a  huge  amount' of  organizationai'  workVsb  as  to 
be  able,  more  pr  ■  less;  accurately,  to  jaeterninp  the  uf ceSsary  volume 
of ■  circulation  of  money,:  to;  eifectively  control  -fche  amount  of  .money 
in  circulation,  to  consider  changes  ip  cocditionB  prfmptly,  and.  to 
issue,  money  or  withdra'yT  it  from  circulation  accordingly c, 

■  -The  government,  .tP  continuously:  satisfy-  the  cpnstahtl’y  growing 
mterial.  and  euliurai  needs  of  the  worWs.,  is  improv-i^  production 
and  developing  productive  forces*  All  the  most  important  goods  are 
In  the  hands  of" the  sta-tso  •’C-iv.lng  consideration  to  seasonal  factors 
and  peculiarities  of  demand, -in.  di-fferent  regions,,  the  state  supplieB 
city  and  country  with, goods  in  ,a  pl^-naed  way,  calculates  , the  cost  Ox 
articles,  and  establishes  prices  j  Idiia  makes  it  pcss’ible  to  deter¬ 
mine  ahead  of  time  a.nd  to  control  the  volume  ,  of  goods  in  c-irculatidn 
and  the  prices  on  the. .goods,  and,  in  agreement  with- the  requirements 
of  organized  commodity  ttirnover,.,-bo  •compute  the  necessary  amount  of 
money  for  this  turnover  and  to  .plan  its  issue  a 

'  Organizational  work  in,  con  trolling  the  .circulation  of,  mOTey. : 
In  discussing  the  question  of ,  organizational  work,  in  controlling  tke' 
circulation  of  money -we  will -be  -concerned;  with  ineasweC  already 
implemented a  But  this  does  not  mean  that  these  measures  are  final 
and  not  subject  ;to  revision «  The  .procsdure -for  controlling -the  clrcu 
la'cion  of  money  'WiP.!  be  steudl3.y-  improved  as  spciaiist  constructiop 
develops  and  the  p3.anning  of  the- nat.ional  ej^obomy  iniproves*. 

:  The  planning  of .the  circulatioa  cf  money,  as ■ a  component  iart 
of  planning:  our  cosn-bry.’s  whole  national  .ec on oioy,  is  based  on- -bhe 

planning  of  production  and:  commodity  t^.nover* 

Control  over  the  circuiation  of  money  consists  of  the  follow¬ 
ing  types  of  activity^  ,  v:  -  .  r 


Compilatioa  of  the  Plan  for  Ifisuing  Money 

The  plan  for  issuing  money  is  established  annually  by  central 
organs.  Before  the  beginning  of  the  plan  year  the  annual  plans  for 
production ,  commodity  turiiover  and  capital  construction  are 
out  first.  At  the  same  time  the  draft  state  budget  and^a  ere-it 
plan  are  drawn  up.  When,  working  out  these  plans  possibiuiuies  for 
increasing  state  revenues  and  expenditures  on  the  basis  of  a  deve-op- 
ment'of  production  and  commodity  turnover  are  considered;  this  is  re¬ 
flected  in  the  appropriate  items  of  the  budget  and  the  credat  p^n. 

In  addition  to  budget  revenues^  resources  which  can  be  mob^axseu 
through  credit  channels  are  also  considered,  and  p08E2.bil2.ties  -oo'’ 
maximum  econony  in  the  u.se  of  state  funds  are  ctudieu,  ^ 

After  establishing  the  production  and  commodity  turnover  luanc:, 
the  second  step  is  to  determine,  on  the  basis  of  a  study  of  the  inc-i- 
cators  in  the  budget  and  the  credit  p.lan,  possibilities  for  increaGing 
the  mobilization  of  funds  for  fulfilling  the  production  and  ccmmocu.  y 
turnover  plans.  In  doing  this  the  most  expedient  methcds  for  a^o-ocacing 
fluids  while  enabling  maxirn’orn  economi’-  with  satisfaction  of  all  p.tan  -e- 
quirements  mot  be  found.  At  the  same  time  the  balance^^of  J.he  popu„a- 
tion-s  revenues  and  expenditures  is.  drawn  up,  Lsing  tn..s  baj.a*.ce,  1 
is  easy  to  see  whether  the  volume  of  the  population's ^revenues  and 
experjditures  balances  with  the  amount  of  commodities  in  circulation 
and  the  amount  of  services  given  to  the  population.  If  they  do  non 
correspond  various  measures  are  taken;  greater  supply  of  goods  to 
the  market,  improvement  of  work  to  attracw  savings,  issue  of  s./ate 
loans,  etc. 

From  the  above  it  follows  thau: 

a,  the  plan  for  the  issue  of  money  fixes  the  amvint^of  aoney 
to  be  issued  or  withdrawn  from  circulation  doi’ing  the^new  plan  yea.c. 
After  this  the  issuing  organ,  the  People's  ^enk  of  China,  on  the  basl 
of  directives  on  issuing  money  and  in  agreement  with  specix.i.c  seasonal 
or  local  conditions,  issues  or  withdraws  the  money,  attentively  watch¬ 
ing  the  condition  of  the  circulation  of  money  and  promptly  regulating 
it  "  ■ 

b.  the  plan  for  the  is.sue  of  money  cannot  be  compiled  in  iso¬ 
lation  and  arbitrarily.  It  is  the  rss’ult  of  a  large  amcunt  of  work 
to  interconnect  the  different  parts  of  the  single  plan  and  must  be 
established  only  by  the  state.  Planning  the  circulation  of  money  -,s 
a  component  part  of  national  economic  planning;  the  issuing  organ, 
the  state  bank,  organizes  the  implementation  of  this  plan. 

Compiling  the  Cash  Plan 

The  confirmed  ple.n  for  the  issue  of  money  is  a  directive  on^ 
th®  amount  of  money  to  be  issued  or  withdrawn  from  circulation  during 
the  plan  year;  it  also  establishes  the  average  annual  amount  of  money 
in  circulation. 


-  122 


In  the  second  stage  of  the  worh  it  is  necessary  to  determine 
the  specific  channels,  periods  and  regions  of  the  movement  of  money 
during  its  issuance  or  vithdraval;  moreover,  it  is  especially  im¬ 
portant  to  establish  the  channels  for  the  circulation  of  moneyp  After 
this  the  periods  for  issuing  and  withdrawing  money  are  determined. 

Great-  attention  must  be  given  to  the  problem  of  the  movement  of  money 
between  city  and  country.  The  circulation  of  money  in  the  coiintry- 
side  and  the  methods  for  issuing  and  withdrawing  money  have  some 
peculiarities  requix*ing  special  study. 

The  cash  plan,  on  the  one  hand,  shows  the  sources  for  receipts 
of  cash  by  the  People ^s  Bank,  and  on  the  other  hand,  the  direction  of 
the  cash  obtained  from  the  bank  by  the  enterprises,  establlsliments 
and  organizations  a  The  cash  plan  covers  only  cash  turnover  and  does 
not  include  clearing  settlements  and  transfers  through  accounts. 
consists  of  the  cash  plans  of  the  enterprises  and  over -all  cash  plans, 

a.  Cash  plans  of  the  enterprises  and  organizations  are  compiled 
by  state  enterprises,  cooperatives,  establishments,  military  and  o‘;:her 
organizations • 

The  production  units,  base  their  cash  plan  on  the  indicators 
of  the  plans  for  production,  purchase  and  sales  of  products  and  on 
their  own  financial  plans.  Organizations  financed  by  the  budget  base 
their  planning  on  their  estimates,  People'^s  Bank  establishments  base 
theirs  on  their  operational  plans,  and.  the  People *s  toaatruction  Bank 
of  China  bases  Ita  on  the  planning  materials  relating  to  cash  turnover 
connected  with  capital  construction  submitted  by  the  economic  organs, 
and  the  plans  of  its  own  financial  and  credit  activity, 

b.  Over -all  cash  plans  are  compiled  by  all  Psop.le*s  es- 
tablishmsonts,  beginning  with  county  establishments  and  on  up.  The 
bank  establishments,  after  receiving  the  plan  materials  on  revenues 
and  expenditures  of  cash  from  the  appropriate  enterprises  or  organiza¬ 
tions  and  after  checking  and  confirming  them,  compile  the  over-all 
cash  plans  for  counties,  cities  and  provinces.  These  plans,  in  clear¬ 
ing  the  higher  levels  of  authority,  are  subject  to  revision  and  summa¬ 
tion  « 

The  main  office  of  the  People’s  Bank  of  China,  on  the  basis  of 
planning  data  from  the  central  financial  and  economic  organs  and  the 
provincial  and  city  over-all  cash  plans,  eead  in  consideration  of  the 
country’s  financial  and  economic  situation  and  data  on  cash  turnover 
during  past  years,  compiles  a  quarterly,  over -all  cash  plan  for  the 
whole  country  (broken  down  by  provinces  and  cities ) •  After  approval 
of  the  over-all  cash  plan  by  the  State  Council,  banking  establishments 
at  all  levels  use  to  approve  the  cash  plans  of  the  divisions  subordi¬ 
nate  to  them.  All  organizations  connected  with  the  fulfillment  of  the 
cash  plan  are  directed  to  ensure  its  fulfillment , 

The  importance  of  the  over -all  cash  plan  on  the  scale  of  the 
whole  country  is  that  it  shows  the  basic  channels  for  the  circulation 
of  money. 
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-  The  .caeh  pXan .  is  compiled  adc'ordlag*;,td;  'iilie  following  omtllne : 


■  Rs’^ehue  'itetts 


Receipts  from  retail  trade 


Receipts 


from  wholesale  trade  ;- '  '■ 


Receipts  from  passenger  transportation ■  > 

Receipts  from  freight  transportation  /“■■  ■ 

Receipts :  from  al  and  eaucdtional  meaB^hres,^  health  meas  - 

ures,  and  coimffiinai  services^-  v;  --;.  / 

Receipts  from  postal  and  telegraph  operations  :  :  ;  ^ ^ 

Receipts  from  the  agriculttiral  tax  ,  ’  i'  -' 

Receipts  from  all  othej^  taxes '■  y 

Receipts'  ^om^^thS' issae  of ‘State -loans'  ;  ;  '  <’  ■. 

Receipts  from  savings -deposits  -  ' 

Rec^pts  from  bank  d:aposlt8  Of  loint  and  private  .  enterpriBes:^,. 

Receipts  from  the  repayment- of  bank  loans  by  joint  and  private  enter 
prises"  l  ^  ■  ;-,y 

Receipts,  from,  money  transfers' V 

Receipts  from  the  repayxnent  of  agricultural  credits 


Other  receipts 


-■  Balancing'  Itefe, 


Cash  transferred  from  the  reserve  foiid- to  the' .ctterafctpns  . cash  office 
Of  the , People's.  Bank 

Balances  carried  over  of  the'cperaticras  Cash  oi^ice  of  the  People's 
Bank 

^  -  .u  '.  ‘.•  Expenditure- li^mS'  ,  ' ^ 

Expenditures  for  wages ^  bonuses,  stipends  and  pensions 
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Expenditures  for  p’arcI:^3S3  of  food  products 

Expenditures  for  porcbasea  of  industrial  crops  and  products  of  local 
industi-y  ; 

Expenditures  for  the  purchase  of  products  of  industry  and  nining 

Expenditures  for  processing  costs  (rejment  in  cash  by  state  and  coop¬ 
erative  organisations  of  the  A’-alue  of  their  orders  for  the  produc-  . 
tion  of  goods  minly  oy  pri-»ate  enterprises  —  note  by  the  Sisaian 
translator) 

Expenditures  for  postal  operations 

Expenditures  for  paying  face  value  and  interest  on  state  loans 

Expenditures  for  the  adriinis-trative  and  nanagemsnt  apparatus  (ex¬ 
cluding  wages,  honuseo,  stipends  and  pensions) 

Expenditures  for  paying  bu.t  deposits  of  joint  and  private  enteri-irisos 

Expenditures  for  granting  loans  to  joint  end  state -pri/ate  eriterprises 

Payment  of  non ey  transfers 

Expenditures  for  gra?rting  credits  to  agriculture 

Other  expenditures 

Balancing  Items 

Cash  transferred  from  the  operations  cash  office  of  the  People's  Bank 
to  the  reserve  fund 


Balances  of  the  People ^s  Bank  operations  cash  office 

Formerly  the  main  office  of  the  ?eop?..e's  Bvsrik  also  drew  up  sup¬ 
plements  to  the  over -all  cash  plan  by  basic  systems  (aomestic  trade 
cooperatives,  food  products,  foreign  trade,  end  finance )o  “Ihese  sup- 
plenents  promoted  control  over  cash  t-urnovcr  passing  thcough  the  basic 
systems.  In  addition,  it  eased  the?  work  of  the  heads  of  the  organs  of 
these  departments  ia  kisuxlng  cenfarndty  between  cash  revenues  and 
expenditures  and  the  plane  P>ubseQ.-aentj^/‘,s  in  connection  with  the 
g-radual  conversion  from  a  procedure  under  which  funds  were  allocated 
to  groups  of  enterprises  to  one  under  which  funds  are  allocated  to 
individual  enterprises  as  independent  economicaliy  accountable  units, 
control  over  cash  turnover  by  systems  became  unnecessary  and  impossible 


The  supplements  to  the  ov'er-all  cash  plan  were  die  continued^  In 

their  place  the  . appropriate  organs  .began  to  present  ,p^n  ,  data  as  ma¬ 
terial  for  the  control  over  the  revenue  end  expenditure  of  easily  /  t 
After  approval  of  the  cash  plans,  the  People’s  ^nk  establish¬ 
ments  must  prompt lyfand, oare^lly  control  their  .fulfillment  and  pro¬ 
mote  this  fulfillment  o'  At  the  end  of  eachmonth  the  enterprises  and  - 
organlisations  compile  repo^^  on  the  progress ,  of  cash  ,pl^  Ihlfiinnient; 
upon  receiving  these  ■th6  ??bphe?s  Bank  es tab lis hinents '  su^arixe  them 
in  tlie  over -ell  .data  and  .send  it  .'to  the  higher  . authorities. " 

The  heads  of  the  financial  and  economic  organs  at’ the  local;;  ;  ; 

level  have  the  task  of  mobilising  all  efforts  for  fulfilling  thb 'cash 
plan*  Since  the  cash  plan  is  close.ly  cccnected  with  the  proiucsion, 
commodity  turnover,  and  financial  p.>;3,n3,  its  fulfi.Ilment  requires  ^ the 
mobilisation  of  the  efforts  of  al3.  the  organizations  having  ^ything 
to  do  with  its  fulfillment.  Along  with  this  the  cash'  plan ' has  an  ■ 
effect  on  the  progress  of  fulfillment  of  the. other  plans,  promptly 
indicating  the  appearance  of  dispropatrtions.  t,  .:  ,  .•  I, 

The  cash  plan  and  the  plan  for  "t^e  issue'  of  money  are  not  Identi 
cal  concepts .  Ttie  pilan  for  the  circulation  of  money  is  a  directive  for 
issuing  money,  but  the  cash  plan  is  an  instrument  for  raanaging  the 
issue  and  withdrawal  of  money  .Iteom  .circulation  'within  the  limits  of 
directive  on  issuing  m-oney  and  on  the  basis  of  the  balanced  national 
economic  plan.  The  plan  for  the  isa'ue  of  money,  compiled  for  a  period 
of  eyear,  is  worked  Oit  and  C'Ontrol-lsd  by  central  organs, '  The  cash 
plan' is  compiled  Q,uarte:cly  with, :a  b,rakdow’n  f or  .  men ths  j  .  it  is  worked 
out  by  the  individual  enterprises  and  organisations  with  Bub.seq,uent 
summation  as  it  proceeds  threug'h  the  higher  authorities.  The  over -all 
cash  plan  by  county,  city,  province,  and  the  who3.e  country  is  an  im¬ 
portant  instrument  in  the  hands  of  the -financial  and  economic  organs 
of  the  local  governmenbs  at  the  corresponding  levels  in  the  matter  of 
managing  the  circulation  of  money  at  the  local  3.evel,  ^nd  in  the  mat¬ 
ter  of  the  planned  state  regulation  of  the  amount  Of  money  In  circu¬ 


lation  on  a  country-side  scale. 

The  cash  plan  reflects  the  contents,  of  the  balance  of  the 
people’s  revenues  and  expsnditvires .  But  these  two  documents  are  es-  ' 
sentially  different,  •  The  balance-  of  the  population.’ s  expenditures 
and  revenues  Is  material  oom7J.3.ed  by  the  state  ori  the  basis  of  ap¬ 
propriate  data  for  oriantational,  and  reference,  purposes..  .It  is' a 
coHTOonent.  part  of  the,  -national  economic  .bj.lance,’  ..bhe'  of  the  ‘element s 
in  the  work  of  balancing  the  national  ecbncmic  plan.  Compilation  of 
the  cash  plan,  however,  is.primrily.the  responsibiilty  of  the  enter-  • 
prises  and.  organisations  •themselvesj  .  after. approibl  the  cash ■  plan 
be  executed  and,  moreover,  the  directive  on  the  issue  of  money;  is  ob¬ 
ligatory.  The  balance  of'  the  popu3atipn-'s  reyenuee  ;and  exiieriditures 
include,  all  of  the  population’s  money  receipts  and . payments ,  while  the' 
cash' plan  includes  only .cash-  turnover, occurring  tbfough  , the'  People’s 
Bank.  Since  we  also  have  non-socialist  sectors  of  the  economy,  the 
difference  between  these  two  documents  is  even  clearer. 
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Establlshsaent  of  the  Issue  Reserve  Fund 

The  compilation,  of  the  plan  for  the  issue  of  money  and  of  the- 
cash  plan  is  only  the  beginning »  After  this  the  issue  reserve  fund, 
must  be  established#  Its  function  is  to  store,  transfer  in  a  p,ianned 
way,  pay  out  and  receive  notes  on  the  basis  of  appropriate  orders# 

The  basic  task  of  the  reserve  fund  is  to  ensure  the  unity  of  the  right 
oi  issue,  so  that  without  an  order  from  the  People's  Bank  luain  office  . 
no  one  can  dispose  of  the  money  in  this  fund# 

Formerly  the  reserve  fund  bad  an  independent  systeKo  The  main 
isgtie  fund  was  at  the  center;  ‘biioere  were  provincia.l  end  city  .fixads  in 
the  provinces  and  cities  directly  subordltmte  to'the  center,  ctaraty 
cash  offices  in  tbs  counuiea,  and,  at  Imcv  levels,  reserve  points  in 
the  economically  developed  regions  (where  trade  was  concentrated )o 

The  reserve  funds  at  all  levels  were  established  in  adaitlou  to 
the  People’s  Bank  divisions  at  the  same  levels,  and  they  were  managed 
by  the  bank  establishment  manager,  who  he'ld  both  jobs  simultaneously. 
The  lower  funds  transferred  money  in  accordance  with  directives  from 
the  higher  funds;  money  was  issued  from  the  fund  on  the  basis  of  an 
order  from  the  higher  fund  which  in  turn  vas  dl;'ectod  by  an  order 
fi’om  the  main-  fund  prescribing  the  issiie  of  money  within  the  limit 
established  for  the  fund  of  the  given  level,  .  Reserve  points,  which 
were  not  independent  xmits,  were  under  the  cvn^nty  funds  and  acted  ac¬ 
cording  to  instructions  from  them.  They  were  not  permitted  to  trans¬ 
fer  fxinds  but  were  responsible  only  for  storing  theffle 

In  Iferch  1955  the  independent  system  of  reserve  funds  was  elim¬ 
inated  in  order  to  provide  more  rational  organisation  of  issue  work. 

It  was  repJ^icsd  by  e  system  of  reseir/e  funds  attached  to  the  People’s 
Bank  establishments;  these  funds  issue  money  at  the  direction  of  the 
nanagers  of  the  bank  establishments,  la  essence  this  reorganisation 
amounted  to  elimination  of  the  independent  system  of  reserve  funds  and 
elimination  of  the  subordination  of  funds.  The  contents  and  principles 
of  the  work  remained  unchanged. 

Although  the  specific  functions  of  the  reserve  funds  are  to 
store,  transfer,  pay  and  receive  money,  they  should  not  be  examined 
only  in  this  respect,  The  creation  of  the  fxnads  is  based  on  the  fol¬ 
lowing  important  prerequisites. 

Money  is  a  symbol  of  value ,  But  unless  it  o^nt-ers  the  sphere 
of  circvilation  it  does  not  represent  any  value,  Hci^’-ever,  from  the 
point  of  view  of  external  appearance, , it  is  la  no  way  distinguished 
from  circulating  paper  money  and  at  any  time  can  enrber  the  sphere  of 
circulation,  can  become  money,  .  People  can  manufacture  any  amount  of 
printed  paper  notes,  but  the  possibility  of  converting  any  mumber  of 
them  into  stable  money  depends  on  the  existence  of  an  objective  law 
of  the  circulation  of  money,.  The  violation , of  this  law,  the  chaotic 
issue  of  "printed  notes"  into  circulation  has  a  destructive  effect 
on  the  monetary  system,  on  production  and  on  commodity  turnover. 


Circulatlftg  pappr  ujoney  is  gradually  vorn  oat  aad  laay  te 
dattaged  and  the/ People '*s’,BdEk  ffiust  constantly  have  the  necessary  re- 
serve  of  paper  ncW  to  repltvbe  'worn  (dilapidated )  notes  and  satisfy 
the  increasing  requireJEsats ,  of  the  cOsmodity  turnover «  The -prS'sence  ,  ., 
of  such  a  reserve  in  no ‘^yay  ineans  increased  issuej  it  is  heceasary 

for  supporting  the  relatidpship  between  the  amount,  of  money  in \ 
cuiation  and  the  requirements  of  expanding  commodity  t^n'pver  o-  _^  -  '. 

Oth^r  factors  which  must  be  considered  are:  the  huge  extent 
of  our  country,  the  uniiy'bf  the  monetary  system,  the  considerable  ^.  . 

seasonal  variations  in  market  capacity,  end  the.peculiarac^es  c.t  dif¬ 
ferent  regions,  The  absence  cf  reserve  funds ,  cf  n^es  'at 

ate  points  wcmild  /iateri’ero  vr^  the  planned  regulation  of  ,^he  C-rcn-^..  ■ 

In  ooc^usion,  it  is  necessary  to  touch  on,  the  qpcaection  he-  : 
tween  the  reserve  fund  and  the  People's  Bank  oper^bicns^cash 
The  daily  cash  tearnover  taking  place  through  vhe  People-s  Bank  •la..ve..y  ,, 

large.  The- Peopte‘3  Bank  is  the  country's  only  center  of  issue, 

Payment  of  ■  cash  by  the  bank  means  an  increase  in  tlie  mcn^  in  oircula-  :  . 
t^on  and  receipts  of  cash  by  the  bank  means  a  reducticn  in  .the^mocey 
in  circulation.  But  this  receipt  expenditure  of  caefc^first  of 

all  reflects  an  .increase  or  decrease  in  the  funds the 
erat-^f'-ns  cash  office.  Cash  in  the  bank's  cash  of x ace,  by  its  n..ture,_ 
is  m3ney  in  circulation iihus,  there  is  a  coDtrad|ctio^  -  '  m^^which  . 

h<^  s  already  left,  the  sphere' of  oiriwla-oion  is  found  xn  the  operat-ons  . 

cash  office  where  cash  .is  ‘retained  for  turnover  operauronsv  ; 

fore,  only  that  amount  of '  money  which  is  necessary  for  c^irent  opex*- 
t ions  remains  in.  the,  bperatiohs  cash  office,,  and  all  remaxning  cas^^.  .  . 

Is  transferred  into  .the  reserve  fund  from  which,  in  case  Ox  need,  iy  ,,-  •; 

again  enters  the  .operations  cash  office  in  accordance  ^.ith  a  paymenw 

order.  the  one  hand,  ensures  that  cnly  the  minimum  amount  of. 

monev  necessary  for  serving  commodity  turnover  remains  in  the  sphere  ; 
of  circulation. '  and  on  the  other  hand,  requires  .better  plannnag  of  ^ 
People's  Bank  work.  If,  for  example,  .during  the,,  season  when  planned 
purchases  of  grain  and  cottoa  are  mkde,^the  volume  and  time  or  aa^ 
of  grain  and.  cotton  by  the  peasants  were  not  exactly  aetermaned  Jo^-ly 

with  the  interested  . organizations, ''thio  coulh  cause  ^  a  shortage^  in  the.  , 

cash  required  for  turnover  or  even  lead  no  a  sltuatipn  where^  due  to 
non-receipt  of  a  parent  order,  cash  was  not, is^sued a  That  is  i/he  r-ea-, 
son  for  the  great  inportance  of  the  discrimination  between  the  reserve, 
issue  fund  and  the  People’s  Bank -turnover  cash  office-.  The  reserve  ,  ^ 
•<ssue‘  fund  is .  the  resos?vb'ir  of  the  circulation  of  money,  the  sjAilce  of 
^ich  opens  and -closes  .according  to^  orders  from  tlie^  on^^issuing  organ 
in  the  country,  .the  maih  office  of  the  People's  Bapk  of -Chinas.  _  _. 

-Thus  it  is  clearly  evident  that  the:. creation  of  reserve  funds 

is  an  integral  part  of  bln:  ccuntry'-s  system  .fur  the  ciTcuxation^Of^^^ 

money.  Only  by  having  a  reserve  fund  and  retaining  acertaxn  amount  - 
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of  notes  in  it  is  it  possible,  at  any  given  moment,  in  consideration 
of  the  situation,  to  issue  the  required  amount  of  money  into  circula¬ 
tion  in  agreement  with  the  requirements  of  commodity  turnover,  to 
withdraw  cash  surpluses,  end  to  constantly  support  the  correct  rela¬ 
tionship  between  the  volumes  of  circulation  of  money; and  goods o 

0?o  ensure  that  the  reserve  fund  is  provided  with  a  sufficient 
amoimt  of  notes  and  to  prevent  the  arbitrary  Increase  in  the  amount 
of  money  in  circulation,  the  right  to  dispose  of  the  issue  funds, 
especially  to  issue  money  from  them,  must  be  concentrated  in  the 
center « 

Compiling  the  revenues  and  expenditures  schfedu.le  for  cash  turn¬ 
over,,  The  cash  plan,  eg  we  saw.  Is  compiled  quarterly  with  a  monthly 
breakdown «  In  doing  this,  to  issue  the  amount  of  planned  excess  of 
expenditures  of  cash  over  revenues  of  cash  once  during  the  month  would 
be  irrational,  all  the  more  since  the  amount  of  this  excess  can  in¬ 
crease  or  decrease  during  the  month  or  the  quarter  under  the  infl'uence 
of  various  factors  c  In  addition,  d\:rttg  txie  month  revenues  and  ex¬ 
penditures  of  cash  fluctuate  considerably  and  real  requirements  for 
cash  vary  greatly.  For  these  reasons,  a  method  under  which  the  amvount 
of  the  excess  is  issued  once  a  month  to  be  used  gradually  during  the 
month  is  not  economic.  If  the  amount  is  issued  on  the  basis  of  the 
average  monthly  requirement  it  can  t'ora  out  to  be  Insufficient  for 
those  few  days  of  the  month  when  the  maximum  requirement  for  cash  oc¬ 
curs  a  If  fu.nd3  are  issued  on  the  basis  of  the  maximum  requirement  for 
these  few  days,  it  will  be  too  ].arge  for  the  remaining  days  of  the 
month. 

That  is  why  it  became  necessary  to  shorten  somewhat  the  plan 
period  and  to  compute  requirements  fesr  cash  on  a  smaller  base.  But 
this  does  not  mean  that  the  plan  period  can  be  reduced  to  one  or  a  few 
days,  since  the  cash  plan  must  undergo  the  complicated  procedure  of 
compilation,  checking  and  approval,  during  which  process  orders  from 
the  local  level  can  change.  Under  these  conditions  it  is  more  ex¬ 
pedient  for  the  People’s  Bank  establishments  themselves,  within  the 
limits  of  the  cash  plan  confirmed  by  the  center,  to  compile  a  p3an 
for  the  revenue  and  expenditure  of  cash  for  a  relatively  short  period. 
Such  plan  figures  can  be  confirmed  on  time,  rapidly  and  flexibly  by 
the  main  office,  which  will  pjromote  (within  limits  of  the  established 
cash  plan)  speeding  up  the  turnover  of  mon>5y  and  a  st  ving  in  its  use 
along  with  ensuring  normal  requiremertus  far  it.  The  revenv-e -expendi¬ 
ture  schedule  for  cash  turnover  compiled  at  the  present  time  by 
People’s  Bank  establishments  is  such  a  plan. 

The  revenue -expenditure  scheduj.e  for  cash  turnover  is  an  in¬ 
ternal  planning  document  of  the  People’s  Bunk  establishments  compiled 
without  participation  by  enterprises  and  organizations ,  It  is  used  as 
a  schedule  for  revenue  and  expenditure  of  cash  during  a  determined 
periods  Its  role  is  to  serve  as  a  base  for  regulating  money  (trans¬ 
fers  of  money  from  the  reserve  fund  to  the  bank’s  operations  cash  of¬ 
fice)  so  as  to  make  easier  the  execution  of  the  cash  p3an  by  periods. 


differs  d’gpeMiag  on'  the  con<iitlOK3..  .of  operation  cf  -thfe'  'different  J?an4 
establishinen'-fes  i  -  StSce-^  banlJ-  estfiblisln^^^  n'eed  tp''  inilude  o.nly  .the>,, 
over -all  datd  oh-  cash^  receipts  >,•  . payments  arfd  the  balance  ^fox-  the  10 
dayS;  and,  aleh' a  cstarnuhlcatlon.  cf  ^  infOricatioh  tO’ the  .es  -^  ■. 

tablislioent  with  an  ^  indication  :Of  the  ajaouat  which  heeds  to  be  issued  , 
cr  withdrawn  frorc  cirealationo  Other  bank 'establlshhjeais  -hast  Lipcl'h^^ 
receipts  ,  payhiehts  and  thevbalapce  for  the,,  10 -day  xjeriod  or  for  .an-.,-. 
other  such  period -with  or  wlthp'at-.a  breakdown  by  days_9;:aadi.al^  by 
most'  important'  itemaj  which  are  eomsviaicated  to  the  -higher  ■'establishr-,-,, 
meat  with  ah  indication  of :» the  amount  ...of  'cash  which  needs  to  be,  issued 
or  withdrawn; frch!  cii*culatlon>i  A  number  , of  bank' establishments  muc'p 
include,  the  'amSiihts  of  receipts ,3  payments  and  baiahee  f'or-'aii  :imp.Oxt 
items  with  a  breakdown  by  days;  these  data  are  also  communicated 
the  :  higher  establishment  with  an  .Indication  .of  the 'amount  n  be 

issued,  or  withdrawn  fx'dm  . circulation o 

Ihe  revenue -expenditure  scbe.du3.e  .  of  c^sh  turadvek  is  checked 
and.,  su-umariaed  by- the  higher  bank  esitablishmonts  and  approved  by  tap 
main  office^t  u.fter  which  it  descends,  to  the  3.ower  3.eve3.So  All  this 
work  is':  done  '6pefatl0ja3,l.ly  by  telegraph  arid  is  completed  before  the 
start  of  the  plan  ■  period'w  •  Since  the,  .  aments  included  in  the  revenue  - 
expenditure  cchedU.l.es  'musti  not  .e^osed  the  cash  plan  indioacors  con-,  ^ 
firmed  by  the  central  organs,  the  People's  Bank  must  examine' them  in- 


i’he  revenue -expenditure  schedules,  as  uo'^ed,  are  usually  com¬ 
piled  for  a  lO-day'iJairlod  ;with  a’'br<2ak^  by- da-ysj '  moreover.,  after, 

the  expiration  of  the  IG  days,  the  unused  part  of  the  amount  confirmed 
by  tlie'  order  on  issuing  money  is  re^^urded  cm  the  last  day  of  the  ,10- 
day  period  and  this  is'  Gommunicated  to  the  higher  authcritiaso  •,1a  .the 
last.  .10-day  period  of  the  month  the.  plan  is  compiled  in  a  special  way 
.and  a  special  erder  on  the/isyue  of  finids  is  .giveho’ 

All  the  work  of  the  ba.nking  .establishm.5nts  on  the  regulation 
of  issue' operations  is  conducted  on  the  basis"  of  the  data . of  the  , 
revenue -expenditure  schedules  and  oc'-ders  {.n  the  issue  of  iunds*;  .. 

The  bank' e's-tablishment, 3.;  must  .r'epprt  regularly  to  the  hi^er 
authorities  on  the  dai3.y.  amo'ants  ,of  yeceipta  and  iseuance  of  money 
■fro-m  tlie  reserve  f unde- end  on  the'  sltuatiod  in  respect  to  the  execu- 
jtion  of  the  orders  tc  issue  money  into  eirculation'c  The  provincial 
and  city  bank  divisions  must  inform  the  .mein  •office  daily,  by  tele¬ 
graphs,  ;df  the  following;...’  ■.  •  •■■■  ''■  ,- 

,  '  ao  the  balance  of ,.  the.  amount  permitted  by  the  order  on  the  is- 

.  sue  of  money  into  circulation.;-  (withdrawal  .from;  the  reserve  fund )  for 
the' current  period;'  ' '  .i-  -r.^-  - ..  k  ’ "  ■ 
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b.  the  affiDu:ot  of  the  cancellatioa  of  the  order  on  the  issue 
of  money  into  circulation  at  the  direction  of  the  higher  bank  estab¬ 
lishment;  .  , 

Cs  the  aiaoant  of  the  cance-Hatlon  of  the  order  on  the  issue 
of  money  into  circulation  at  the  bank  establishment's  own  initiative® 
in  this  way.  the  bank* a  main  office  Is  informed  promptly  about 
the  issuing  of  money  or  withdrawal  of  money  from  circulation  on  a 
country-wide,  seals®  In  the  bank's  mia  office  this  work  is  done  by 
the  issue  administration,  and  3.n  the  provincial  and  city  divisions, 
by  the  cash  planning  departments , 

In  1950  the  People's  35.i-k  of  China  implemented .  in  respect  to 
the  distribution  of  cash,  a  "system  of  cove;^ing  or  transferring  dif¬ 
ferences  by  transfers,"  Under  this  system  the  issuance  of  funds  on 
any  of  the  bank  establishment's  accounts  is  handled  through  the  mecha¬ 
nism  of  transfer  operations ,  Each  bank  establishment  daily  be-lances 
the  t-ransfer  operations,  and  in  case  the  amount  of  transfers  to  other 
establishments  excesds  the  amount  cf  trerj&z'ers  received,  cash  for  uhe 
amount  of  the  difference  is  automatically  transferred  to  the  issue 
resei've  fund;  if  the  opposite  is  true,  the  bank  establishment  can  in¬ 
dependently  transfer  cash  from  the  issue  reserve  fund  into  the  opera¬ 
tions  cash"  office  in. the  amount  of  the  difference  between  the  amount 
of  transfers  received  end  sent  off. 

At  that  time  this  system  was  necessary;  it  proaicstied  the  concen¬ 
tration  of  funds  in  the  bank's  mein  office,  the  support  of  state  trade, 
and  the  ez.pan.sion  of  transfer  operations  between  bank  est&blisJcments, 
and  promoted  the  falfiltoent  of  the  historical  tasks  in  setting  up  com¬ 
modity  turnover  between  city  and  country, 

Aften^ards  the  situation  changed.  As  the  result  of  strength¬ 
ened  planning  and  the  strengthening  cf  the  system  of  economic  accounta¬ 
bility  in  state  enterprises.,  and  of  the  improvement  in  the  methods  for 
granting  credits  to  the  state  .sector  cf  the  economy  by  the  State  Bank 
(formerly  credits  were  granted  entirely  by  the  bank's  main  office  to 
the  central  organs,  and  now  they  are  granted  mainly  by  bank  estab¬ 
lishments  at  all  levels  directly  to  the  enterprises),  and  also  with  the 
purpose  of  satisfjring  the  growing  roTuiremonts  cf  the  state  for  cash 
and  of  stabilizing  prices,  it  became  necessary  to  improve  planning  in 
respect  to  issuing  money  and  ^rJ-ttelrawing  money  from  circulation.  In 
this  connection,  on  1  July  I954  the  People's  Bank  of  China  abolished 
the  old  system  of  regulating  Issue  m-i  Icitroduced  a  "system  of  planned 
distribution  of  cash"  under  which  funis  are  transferred  in  accordance 
with  the  cash  plan,  This  system  depends  on  the  re^'-snue -expenditure 
schedules  for  cash  turnover  compiled  on  the  base  cf  the  cash  plan,  and 
has  the  following  ad“mntascs  over  the  old  system: 

a.  it  makes  it  possible  to  avoid  aco\;rau^Ating  and  immobili5:.3.ng 
issue  funds  en  route  during  the  process  of  distributing  them.  For 
example,  data  on  the  operation  of  the  Liao-hsl  Provincial  Division  of 
the  Pecple's  Bank  of  China  show  that  d’uring  a  5 -month  period  alone 
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(Augxxst-fiecember  ,1^3)^  as  the  result  of  the  experimeEtal  'cohvereiba 
to  the  nev  system^  the  aaount  of  issue  funds  en  route  was  reduced  by 
3^800  billion,  yuan  •^(pre-reforffi)  »■  Bequirenssats  f or'  funds  ;f6i*’'ourreat 
operations  also  .decreased., 'by  46 0 5  billion  yuan;  '  ' 

Vb®,  it:  ensures  a  .'Close  connection'  between  the  •regiulatibn  -c^ 
issue  and  the:  execution-  of  : the,  cash  plana 

.  Under  the  old  systextt- the  bank  establishments  could  p^ace  cash 
in  the  issue  reserve,  fiand  or  cover  a  difference  from  this 'fund:  inde^- 
pendent ly-;;  in  accordance  with  the  differences  which  f orbed  1; 

.  Under  these  conditions  the  cash  plan  data  on  the  issuance  of 
money  or  withdrawal  of  money  from  circulation  duriag-a  certain  period 
did  not  reflect  the:  actua,!  slbcatio^  this  interfered  with  prompt 
operational  control  frcm; the  center  CTer'the  isauance  of  money  into 
circulation  in  the  various  regions  of  the  country o  Ihe  new  systesj’  y 
consolidating  the,  cash  plan  and  the  revenue-ex, pen'di-vure  'scheduLes^  '  • 
ensures  complete  coordination  of  the  planned  and  actual  rlistrlbtiticn 
of  cash*;  This  Is  one;  of  the  most  important  conditions  in' the  fie-ld 
of  planning  the  .circulation  of  moneys  '  ■ 

With,  the  development  of  p7,.anning  of  the  country  »b- natrtonal  ■ 
economy ever  more  favorable .  conditions '  are '  being  created  f  oi'  ‘regu¬ 
lating  the  circulation  of  money  o  D\irlng  ;the  period  when  socialist 
Ovraership  is  beiiig  cou'^erted  ,in.to  the  sole  economic  basis  of  -om*  coun- 
ta'y,'‘'s  national  econotry  .and  commodity  .turnover  is  being  organised  coa- 
pletiily  .  by  state  eind  ccHoperatlve.  trade,  when  the  commodity- prices  are 
being  established  in  a  p^-aaned.  way  and  commodities  ente:c  the  2iiarls.et  ; 
in  agreement  with  requirements  at  .fixed y  planned  •■prices, y  and  wnen'  aT.!- 
enterprises,  organi'i;.ations  end  cooperatives- have  credit  relations  only 
with  the  People’s  Banky.  the  latter'  is  fulTy  realis'ing  tha  role  of  the 
country’s  sole  issue-cash  and  settleaohts  center,  and  tl^e  dehter  of 
granting  short -tei'm  cre'd its.* 

Ail  turnover  funds,,  without  exception,  -are  moving  through  the 
People’s  Bank*  At  the  same  time  the  planning  is  being  greatly  im¬ 
proved  in  all  enterprises,  organizations.,  cooperatives  end  bank  estab¬ 
lishments  .  This  leads  to  an  improyomeat  in'  thei  planning^  and  revela¬ 
tion  of  the  circulation  of  money,  in  the  People’s  Republic  of  China  ; 

As  alz-eady :  noted,  stabili.ty  of  ■  the  people '  s  jman  is  ■  mainly  en¬ 
sured,  by  the  huge  comm::4ity  resources '.concentrated '  in /the  hands  of  ; 
our  government,  which  pan-y  -is  a.  planner  Way,  de''vermr3e  commodity  '  '  ■ 
prices  and-  thereby  ensure  that  thei  masses  of  people  will  ' obta'dii  the. 
needed  goods  at .  stable  prices  *  {  But  ..the  commodities  in  i.he  hands  of 


value  better  than  gold  to.  replace  gold  . as  a- material  expressing  the 
va.lue  of  goods  0  That  is  why  gold,  fulfills  the  fahition  -  of  •  a  measivre 
of  value:  at  present* 
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Another  determining  factor  in  the  stability  of  the  people's 
yuan  is  having  the  appropriate  cuiaber  in  circulation.  Only  by  main¬ 
taining  the  correct  ratio  between  the  amount  of  yuan  in  circulation 
and  the  amount  of  goods  in  turnover  can  stability  of  the  value  of  the 
yuan  be  ensured,,  Regulation  of  the  circulation  of  money  so  that  the 
vo3.ume  of  money  alwas^s  agrees  with  the  objective  req,uir ements ^  is  only 
possible  under  the  conditions  of  a  socialist  econon^'’*  Our  government 
is  actively  converting  this  posslblLity  into  a  reality observing  the 
laws  of  the  circulation  of  moneys 

The  planned  management  of  the  circulation  of  money  by  the  gov¬ 
ernment  is  a  guarantee  that  ncrtes  wJiioh  have  left  the  circulation 
process  and  are  entei'lng  again  will  not  disrupt  the  circulation  of 
money  and  cause  inflation  and  depreciation  of  the  inoney*  The  history 
of  the  circulation  of  the  jen  min  pi  pjiows  that  the  Chinese  Coiaiiranist 
Party  and  the  People's  Government,  correctly  using  the  objective  laws 
of  the  circulation  of  coumodities  and  money  (in  consideration  of  the 
specific  economic  and  historical  conditions),  have  placed  these  laws 
at  the  service  of  the  construction  of  socialism,  and  at  the  service 
cf  increasing  the  people's  standard  of  living. 
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